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Title  45— Public  Welfare 

CHAPTER  I — OFFICE  OF  EDUCATION,  DE¬ 
PARTMENT  OF  HEALTH,  EDUCATION, 

AND  WELFARE 

PART  190— BASIC  EDUCATIONAL 
OPPORTUNITY  GRANT  PROGRAM 

Expected  Family  Contribution  for  Academic 
Year  197S-1976 

A  notice  of  proposed  rule  making  was 
published  In  the  Federal  Register  on 
July  2,  1974  (39  FR  24481),  to  amend 
Subparts  C  and  D  of  Part  190  of  Title 
45  of  the  Code  of  Federal  Regulations 
dealing  with  the  Family  Contribution 
Schedules  for  the  Basic  Educational  Op¬ 
portunity  Grant  Program.  Such  amend¬ 
ments  were  to  apply  for  academic  year 
1975-1976.  The  key  provisions  of  these 
amendments  were  essentially  as  follows: 

1.  Subpart  C  set  forth  the  method  to 
be  used  in  determining  the  expected  fam¬ 
ily  contribution  for  dependent  students 
which  is  used  to  determine  a  student’s 
grant  under  the  Basic  Educational  Op¬ 
portunity  Grant  Program.  It  established 
procedures  for  determining  the  expected 
family  contribution  from  parental  in¬ 
come  and  assets,  including  the  allow¬ 
ances  to  be  made  against  Income  and 
assets  and  the  rates  of  contribution 
against  income  and  assets  after  such  al¬ 
lowances  have  been  made,  and  the  ex¬ 
pected  contribution  from  the  effective  in¬ 
come  of  the  dependent  student  and  from 
the  dependent  student’s  assets. 

2.  Subpart  D  set  forth  the  methods  to 
be  used  in  determining  the  expected  fam¬ 
ily  contribution  for  independent  stu¬ 
dents.  It  established  the  definition  of  the 
independent  student  and  further  set 
forth  procedures  for  determining  the  ex¬ 
pected  family  contribution  from  the  ef¬ 
fective  income  of  the  independent  stu¬ 
dent,  the  contribution  from  the  income 
of  the  independent  student  including  al¬ 
lowances  against  such  income  and  the 
rates  of  contribution  to  be  used  in  de¬ 
termining  the  contribution  from  the  in¬ 
come  after  the  allowances  have  been 
made,  and  the  rates  to  be  used  in  deter¬ 
mining  the  contribution  from  the  assets 
of  the  independent  student. 

Interested  parties  were  invited  to  sub¬ 
mit  written  comments,  suggestions,  or 
objections  with  regard  to  the  proposed 
Family  Contribution  Schedules.  In  ad¬ 
dition,  as  required  by  section  411(a)(3) 
(A)(ii)  of  the  Higher  Education  Act  of 
1965,  as  amended  (20  U.S.C.  1070a(a) 

♦  3)  (A)  (ii) ) ,  the  schedules  were  sub¬ 
mitted  to  the  President  of  the  Senate 
and  the  Speaker  of  the  House  and  hear¬ 
ings  on  these  Schedules  were  held  by 
the  Senate  Subcommittee  on  Education 
on  October  3,  1974,  and  by  the  House 
Special  Subcommittee  on  Education  on 
September  30,  1974. 

Comments  from  the  public,  as  well 
as  Congressional  comments,  centered 
around  four  main  issues  in  the  Sched¬ 
ules:  the  treatment  of  assets;  the  treat¬ 
ment  of  “effective  income  of  the  stu¬ 
dent;”  the  level  of  the  family  size  offsets; 
and  the  treatment  of  independent  stu¬ 
dents  who  leave  their  jobs  to  pursue  post¬ 
secondary  education. 


During  the  first  two  years  of  Program 
operations,  the  treatment  of  assets  in  the 
family  contribution  schedules  has  raised 
considerable  Congressional  and  public 
concern.  During  the  first  year  of  pro¬ 
gram  operation,  the  1973-1974  academic 
year,  the  amount  of  assets  which  were 
considered  in  the  formula  was  that 
amount  which  remained  after  deductions 
for  any  debts  against  the  assets  and  an 
asset  reserve  of  $7,500.  This  treatment 
was  revised  in  1974-75  to  provide  for  an 
offset  against  the  contribution  from  as¬ 
sets  in  those  cases  where  allowable  de¬ 
ductions  from  income  exceeded  the  fam¬ 
ily’s  income.  This  revised  treatment  re¬ 
duced  the  problems  for  families  with  a 
relatively  high  asset  position  and  low 
annual  incomes,  such  as  farmers  and 
small  business  owners. 

Despite  those  changes  however,  con¬ 
cern  was  still  expressed  regarding  those 
families  who  have  the  bulk  of  their  as¬ 
sets  in  home  equity.  This  is  particularly 
true  for  many  families  with  low  and 
lower-middle  incomes  who  by  reason  of 
a  substantial  home  equity  may  not  qual¬ 
ify  for  assistance  under  this  program.  To 
alleviate  this  situation,  the  asset  reserve 
has  been  raised  from  the  current  $7,500 
to  a  $10,000  level.  Because  the  median 
home  equity  of  all  dependent  applicants 
according  to  the  latest  program  statis¬ 
tics  on  the  1974-75  Basic  Grant  appli¬ 
cants  is  $10,535,  raising  the  asset  reserve 
to  $10,000  will,  we  believe,  bring  it  more 
into  line  with  general  experience  and 
expectations. 

A  second  major  concern  was  expressed 
regarding  the  treatment  of  effective  in¬ 
come  of  the  student  which  is  defined  by 
law  to  be  any  amount  paid  to  or  on  be¬ 
half  of  the  student  under  the  Social 
Security  Act  which  would  not  be  paid  if 
he  were  not  a  student  and  one- half  of 
any  amount  of  educational  benefits  paid 
through  the  Veterans  Administration. 
While  few  objections  were  raised  to  the 
treatment  of  V.A.  benefits,  the  treatment 
of  social  security  benefits  is  of  major 
concern,  in  that  many  families  receiving 
social  security  benefits  are  dependent  on 
these  funds  for  family  maintenance.  For 
the  lowest  income  families,  social  secur¬ 
ity  benefits  often  represent  their  sole  fi¬ 
nancial  support. 

In  response  to  the  concern  expressed 
with  regard  to  the  treatment  of  effective 
income  of  the  student,  the  Schedules 
were  changed  during  the  1974-75  aca¬ 
demic  year  to  provide,  in  those  cases 
where  the  allowable  offsets  against  the 
total  family  income  exceeded  the  amount 
of  that  income,  a  deduction  from  the  ef¬ 
fective  income  of  the  student  to  offset 
this  negative  amount.  Although  this 
changed  treatment  partially  alleviated 
the  problems  affecting  social  security  re¬ 
cipients,  it  did  not  remove  all  of  the  in¬ 
equities  for  many  student  recipients. 
Consequently,  for  the  1975-76  academic 
year,  the  treatment  of  the  effective  in¬ 
come  of  the  student  is  changed  to  Include 
such  Income  as  regular  family  Income 
for  purposes  of  computing  the  family 
contribution.  As  such,  the  effective  in¬ 
come  of  the  student  Is  subject  to  the 


same  treatment  and  assessment  rates  as 
the  regular  family  Income.  In  this  con¬ 
text,  it  should  be  noted  that  the  effec¬ 
tive  income  of  the  student  as  specified 
in  the  legislation  includes  both  social 
security  benefits  and  benefits  from  the 
Veterans  Administration.  Therefore,  any 
modification  proposed  to  alleviate  the 
problems  affecting  social  security  re¬ 
cipients  must  necessarily  have  the  same 
impact  on  recipients  of  Veterans  educa¬ 
tional  assistance. 

In  making  adjustments  in  the  treat¬ 
ment  of  the  student’s  effective  income, 
the  social  security  income  will  be  col¬ 
lected  for  the  base  year  rather  than  the 
year  subsequent  to  the  base  year,  which 
has  been  the  case  in  the  past.  This 
change  has  been  made  because  under  the 
new  treatment  of  social  security  income 
it  is  not  essential  that  the  educational 
benefits  for  social  security  recipients  be 
separately  collected.  Further,  the  social 
security  payments  for  the  total  family 
rarely  differ  from  one  year  to  the  next, 
regardless,  of  whether  a  student  is  en¬ 
rolled  in  school.  In  addition,  this  change 
will  contribute  to  a  simplification  of  in¬ 
structions  for  the  completion  of  the  ap¬ 
plication  form,  as  well  as  the  reduction 
of  the  complexity  of  the  form  itself. 

The  comments  on  the  family  size  off¬ 
sets  dealt  with  the  proper  rate  of  in¬ 
crease  to  be  applied  to  current  offsets  in 
order  to  reflect  rising  costs.  In  order  to 
establish  a  standard  for  determining  the 
amount  of  subsistence  expenses,  the 
Basic  Grant  Program  adopted  during  the 
initial  year  of  operation  the  “Weighted 
Average  Thresholds  at  the  Low  Income 
Level”  published  by  the  Bureau  of  Census 
as  a  reasonable  approximation  of  family 
expenses.  These  expenses  are  based  on 
the  food  cost  of  families  of  a  given  size 
and  make  certain  assumptions  about  the 
additional  expenses  of  shelter  and  other 
family  needs.  These  base  line  data  have 
been  up-dated  annually  to  accommodate 
the  increases  in  the  Consumer  Price  In¬ 
dex  as  published  by  the  Department  of 
Labor.  For  the  1975-76  academic  year, 
the  family  size  offsets  used  during  the 
1974-75  academic  year  have  been  in¬ 
creased  by  11.9  percent  to  reflect  the  rise 
in  cost  of  living  expenses  from  November 
1973  to  October  1974.  The  percentage  in¬ 
crease  is  taken  from  the  published  De¬ 
partment  of  Labor  Consumer  Price  Index 
Statistics. 

A  fourth  major  concern  dealt  with  the 
treatment  of  the  independent  student 
who  was  employed  on  a  full-time  basis 
in  the  base  year  but  who  left  his  job  in 
order  to  pursue  postsecondary  educa¬ 
tion.  For  the  1974-75  academic  year,  the 
independent  student’s  eligibility  is  cal¬ 
culated  based  on  base  year  1973  income 
data.  TTie  only  provisions  which  would 
allow  the  Independent  student  to  file  a 
Basic  Grant  application  using  estimated 
current  year  (1974)  income  data  are: 
(1)  The  inability  of  the  applicant  to 
pursue  normal  income  producing 
activities  due  to  disability  or  natural  dis¬ 
aster,  (2)  the  separation  or  divorce  of 
the  applicant  since  the  time  the  Basic 
Grant  application  was  filed,  and,  (3)  the 
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death  of  a  spouse  whose  income  was  in¬ 
cluded  in  the  calculation  of  the  family 
contribution.  Therefore,  the  independent 
applicant  who  was  employed  on  a  full¬ 
time  basis  and  earned  income  in  the  base 
year  has  often  been  determined  to  be 
Ineligible  for  Basic  Grant  assistance, 
even  though  the  income  earned  during 
that  time  was  no  longer  available. 

In  response  to  this  concern,  the  regu¬ 
lations  have  been  amended  to  include  a 
provision  which  wrould  permit  independ¬ 
ent  student  applicants  who  were  not 
students  in  the  base  year,  who  were  em¬ 
ployed  for  at  least  35  hours  per  week 
for  a  minimum  of  30  weeks  during  the 
base  year  and  who  will  not  be  compara¬ 
bly  employed  during  the  current  year 
to  file  a  Basic  Grant  application  using 
estimated  current  year  income  data. 

In  order  to  improve  the  organization 
of  the  regulations,  the  criteria  under 
which  an  applicant  may  use  the  esti¬ 
mated  income  of  the  tax  year  subsequent 
to  the  base  year  has  been  incorporated 
as  part  of  the  regulations  governing  the 
family  contribution  schedules.  Specifi¬ 
cally,  that  portion  of  $  190.16  dealing 
with  dependent  students  has  been  in¬ 
corporated  into  Subpart  C  as  §  190.39, 
and  that  portion  of  §  190.16  dealing  with 
independent  students  has  been  incor¬ 
porated  into  Subpart  D  as  $  190.48. 
Section  190.16  has  been  revised  to 
cross  reference  this  change. 

It  should  further  be  noted  that,  in 
view  of  the  pressing  need  to  incorporate 
the  provisions  dealing  with  the  use  of 
estimated  income  for  the  independent 
student  as  part  of  the  student  applica¬ 
tion  process  for  the  1975-76  academic 
year,  and  in  view  of  the  fact  that  the 
change  for  the  independent  student  has 
already  received  Congressional  review,  it 
has  been  determined  in  accordance  with 
5  U.S.C.  553(b)  that  resort  to  proposed 
rule  making  procedures  with  respect  to 
this  provision  would  be  impracticable 
and  contrary  to  the  public  interest.  Since 
the  family  contribution  schedules  are 
required  to  be  submitted  annually  for 
Congressional  approval  and  public  com¬ 
ment,  there  will  be  additional  opportu¬ 
nity  to  make  further  modifications  if 
subsequent  program  experience  and 
public  comments  warrant  additional 
modifications. 

The  Family  Contribution  Schedules, 
as  published,  also  contained  some  tech¬ 
nical  inaccuracies  and  omissions.  These 
inaccuracies  and  omissions  have  been 
corrected  in  this  publication  of  the 
regulations. 

In  light  of  the  foregoing.  Part  190  of 
Title  45  of  the  Code  of  Federal  Regula¬ 
tions  is  amended  by  the  revision  of 
S  190.16  and  of  Subparts  C  and  D  as  set 
forth  below. 

Effective  date.  Pursuant  to  section  431 

(d)  of  the  General  Education  Provisions 
Act,  as  amended,  (20  U.S.C.  1232(d)) 
these  regulations  have  been  transmitted 
to  the  Congress  concurrently  with  the 
publication  of  this  document  in  the  Fed¬ 
eral  Register.  That  section  further  pro¬ 
vides  that  regulations  subject  thereto 
shall  become  effective  on  the  forty-fifth 
day  following  the  date  of  such  transmis¬ 


sion,  subject  to  the  provisions  therein 
concerning  Congressional  action  and  ad¬ 
journment. 

(Catalog  of  Federal  Domestic  Assistance  No. 
13.539,  Basic  Educational  Opportunity 
Grant  Program) 

Dated:  February  26, 1975. 

T.  H.  Bell, 

Commissioner  of  Education. 

Approved:  March  31, 1975. 

Caspar  W.  Weinberger, 

Secretary  of  Health, 

Education,  and  Welfare. 

1.  Section  190.16  of  Title  45  of  the 
Code  of  Federal  Regulation  is  revised  to 
read  as  follows: 

§  190.16  Extraordinary  circumstances 
affecting  the  expected  family  con¬ 
tribution  determination— cross  refer¬ 
ence. 

The  Commissioner  will  make  adjust¬ 
ments  to  a  student’s  expected  family 
contribution  because  of  extraordinary 
circumstances  in  accordance  with 
§  190.39  for  dependent  students  and 
§  190.48  for  independent  students. 

(20  U.S.C.  1070a) 

2.  Subparts  C  and  D  of  Part  190  of 
Title  45  of  the  Code  of  Federal  Regula¬ 
tions  are  revised  to  read  as  follows : 

Subpart  C — Expected  Family  Contribution 
for  Dependent  Students 

§  190.31  Indicators  of  financial  strength. 

“Expected  family  contribution”  with 
respect  to  each  dependent  student  means 
the  amount  which  the  family  of  that 
student  may  reasonably  be  expected  to 
contribute  toward  the  cost  of  his  educa¬ 
tion  for  an  academic  year.  Each  of  the 
following  elements  of  financial  strength 
will  be  considered  in  determining  the 
family  contribution  for  dependent  stu¬ 
dents: 

(a)  The  amount  of  the  effective  income 
of  the  student. 

(b)  The  amount  of  the  effective  income 
of  the  student’s  parent  (s) . 

(c)  The  number  of  dependents  of  the 
student’s  parent  (s). 

(d)  The  number  of  dependents  of  the 
student’s  parent(s)  who  are  in  attend¬ 
ance,  on  at  least  a  half-time  basis.  In  a 
program  of  postsecondary  education. 

(e)  The  amount  of  assets  of  the 
student. 

(f)  The  amount  of  assets  of  the  stu¬ 
dent’s  parent  (s) . 

(g)  Unusual  expenses  of  the  student 
and  the  unusual  expenses  of  the  student’s 
parent(s).  Such  unusual  expenses  shall 
be  limited  to  medical  and  dental  expenses 
and  expenses  arising  from  catastrophe. 

(h)  The  additional  expenses  Incurred 
in  providing  an  Income  when  two  par¬ 
ents  are  employed  or  when  a  family  is 
headed  by  a  single  parent. 

(20  U.8.C.  1070a(a)  (3)  (B)  (11) . 

§  190.32  Special  definitions. 

For  purposes  of  this  subpart : 

(a)(1)  “Annual  adjusted  family  In¬ 
come”  for  any  base  year  means  the  sum 


of  the  following:  Adjusted  gross  income 
as  defined  in  section  62  of  the  Internal 
Revenue  Code  of  the  student’s  parents, 
whether  or  not  the  parents  file  an  in¬ 
come  tax  return,  investment  Income  of 
the  student’s  parents  upon  which  no 
Federal  income  tax  is  required  to  be  paid 
such  as  interest  on  municipal  and  State 
bonds,  other  income  of  the  parents  upon 
which  no  Federal  income  tax  is  required 
to  be  paid  such  as  child  support  pay¬ 
ments,  income  of  the  parents  received 
under  income  maintenance  programs  in¬ 
cluding  welfare  benefits,  social  security 
benefits  paid  to  the  student’s  parents  ex¬ 
cept  those  educational  benefits  paid  on 
account  of  the  student  or  other  mem¬ 
bers  of  the  student’s  family,  and  Vet¬ 
eran’s  benefits  paid  to  the  student’s  par¬ 
ents  except  those  educational  benefits 
paid  on  account  of  the  student  or  other 
members  of  the  student’s  family  under 
Chapter  35  of  Title  38  of  the  United 
States  Code. 

(2)  In  the  case  of  the  student  whose 
parents  are  divorced,  or  separated,  only 
the  income  as  described  in  subparagraph 
(1)  of  paragraph  (a)  of  this  section  of 
the  parent  who  provides  more  than  one- 
half  of  the  student’s  support  for  the  base 
year  shall  be  considered  in  determining 
the  annual  adjusted  family  income.  If  no 
parent  provides  more  than  one-half  of 
the  support  of  the  student,  only  the  in¬ 
come  as  described  in  subparagraph  (1) 
of  paragraph  (a)  of  this  section  of  the 
parent  who  provides  the  greater  amount 
of  that  student's  financial  support  In  the 
base  year  shall  be  considered  in  deter¬ 
mining  the  annual  adjusted  family  in¬ 
come. 

(3)  In  the  case  of  the  student  whose 
parents  are  married,  and  not  separated 
and  file  separate  returns  for  Federal  in¬ 
come  tax  purposes,  the  income  as  de¬ 
scribed  in  subparagraph  (1)  of  para¬ 
graph  (a)  of  this  section  of  both  parents 
shall  be  combined  to  determine  the  an¬ 
nual  adjusted  family  income  for  that 
student. 

(b)  “Assets”  means  cash  on  hand  in¬ 
cluding  amounts  In  checking  accounts, 
savings  accounts  and  trusts,  the  current 
market  value  at  the  time  of  application 
of  stocks,  bonds,  any  other  securities, 
real  estate,  home  (if  owned),  income 
producing  property,  business  equipment 
and  business  inventory  which  are  held 
by  the  student’s  parents  and  by  the  stu¬ 
dent. 

(c)  “Base  year"  means  the  tax  year 
for  which  information  is  requested  by 
the  Commissioner  for  the  purpose  of 
determining  family  income. 

(d)  “Dependent  student”  means  any 

student  who  does  not  qualify  as  an  inde¬ 
pendent  student  as  defined  in  8  190.42 
(a).  _ 

(e)  “Effective  income  of  the  student” 
means  any  amount  paid  to,  or  on  account 
of,  the  student  for  the  base  year  under 
the  Social  Security  Act  which  would  not 
be  paid  if  he  were  not  a  student,  (i.e., 
under  section  202(d)  of  title  II  of  the 
Social  Security  Act,  42  U.S.C.  402(d)), 
sind  one-half  of  any  amount  to  be  paid 
the  student  for  the  academic  year  for 
which  Basic  Grant  Assistance  is  re- 


FEOERAL  REGISTER,  VOL.  40,  NO.  66— FRIDAY,  APRIL  4,  1975 


15250 


RULES  AND  REGULATIONS 


quested  under  chapter  34  of  title  38, 
United  States  Code  (Veterans  Educa¬ 
tional  Assistance — 38  U.S.C.  1651  et  seq.) 
and  chapter  35  of  title  38,  United  States 
Code,  War  Orphans’  and  Widows’  Edu¬ 
cation  Assistance — 38  U.S.C.  1700  et  seq.) . 
(20  UB.C.  1070a(s)  (S)  (B)  (It)  ) 

(f)  “Effective  family  income”  of  a 
student’s  parents  means  the  annual  ad¬ 
justed  family  income  received  for  the 
base  year  minus  the  Federal  Income  tax 
paid  or  payable  with  respect  to  such  in¬ 
come  during  the  base  year. 

(20  UB.C.  1070a(a)  (3)  (B)  (Ul) ) 

(g)  “Employment  expenses  offset” 
means  an  allowance  to  meet  expenses 
relating  to  employment  where  both  par¬ 
ents  are  employed  or  where  one  parent 
qualifies  as  a  surviving  spouse  or  as  head 
of  a  household  under  section  2  of  the  In¬ 
ternal  Revenue  Code. 

(h)  “Expenses  arising  from  catastro¬ 
phe**  means  those  types  and  amounts  of 
casualty  losses  which  may  be  deducted 
under  section  165(c)  (3)  of  the  Internal 
Revenue  Code  which  were  Incurred  dur¬ 
ing  the  base  year  by  the  student,  the  par¬ 
ents  of  the  student  and  the  parents’ 
dependents. 

(20  UB.C.  1070a(a)  (3)  (B)  (U)  (V) ) 

(1)  “Family  size  offset”  means  an  al¬ 
lowance  to  meet  subsistence  expenses.  In¬ 
cluding  food,  shelter,  clothing,  and  other 
basic  needs  of  a  family.  For  purposes  of 
this  part  the  “Weighted  Average  Thresh¬ 
old  at  the  Low  Income  Level,”  as  devel¬ 
oped  by  the  Social  Security  Administra¬ 
tion  shall  be  used  as  a  basis  to  determine 
the  amount  for  the  family  size  offset. 

(j)  “Federal  Income  tax”  means  the 
tax  on  Income  paid  to  the  U.S.  Govern¬ 
ment  under  chapter  2  of  the  Internal 
Revenue  Code  and  the  tax  on  income 
paid  to  the  Governments  of  Puerto  Rico, 
Guam,  American  Samoa,  the  Virgin  Is¬ 
lands,  and  the  Trust  Territory  of  the 
Pacific  Islands  under  the  laws  applicable 
to  those  jurisdictions. 

(20  UB.C.  1070a(a)  (3)  (B)  (Ul) ) 

(k)  “Medical  expenses”  means  those 
types  of  medical  and  dental  expenses, 
except  premiums  for  medical  Insurance, 
that  may  be  deducted  under  section  213 
of  the  Internal  Revenue  Code  which  were 
incurred  during  the  base  year  by  the 
student,  the  parents  of  the  student  and 
the  parents’  dependents. 

(l)  “Net  assets”  means  the  current 
market  value  of  the  assets  Included  In 
paragraph  (b)  of  this  section,  minus  the 
outstanding  liabilities  (indebtedness) 
against  such  assets  at  the  time  of  appli¬ 
cation. 

(m)  “Parent”  means  the  mother  or 
father  of  the  student,  unless  any  other 
person,  except  the  student’s  spouse,  pro¬ 
vides  more  than  one- half  of  the  student’s 
support  and  claims  or  Is  eligible  to  claim 
the  student  as  an  exemption  for  Federal 
income  tax  purposes  for  the  base  year, 
in  which  case  such  person  shall  be  con¬ 
sidered  the  parent. 

(n)  “Student’s  parents*  dependents” 
means  any  of  the  following  persons  for 
whom  the  parents  provide  or  will  pro¬ 


vide  during  the  calendar  year  In  which 
the  student  applies  to  have  his  expected 
family  contribution  determined  more 
than  one- half  of  support:  (1)  Any  other 
children  of  the  student’s  parents;  (2)  any 
other  persons  related  to  the  student’s 
parents  by  blood  or  marriage;  or  (3)  any 
person  living  with  the  parents. 

(20  UB.C.  1070a(a)  (3)  (B)  unless  otherwise 
noted) 

§  190.33  The  expected  family  contribu¬ 
tion  for  dependent  students  from 
parent;,’  and  student’s  effective  in¬ 
come. 


or  head  of  household  is  taken  into  ac¬ 
count  for  the  purposes  of  computing  the 
annual  adjusted  family  income. 

(d)  To  determine  the  expected  family 
contribution  from  parental  Income  the 
following  rates  shall  be  applied  to  dis¬ 
cretionary  Income: 

SO _  (No  contribution  ex¬ 

pected.) 

$1  to  4,999 _  20  percent  of  Discretionary 

Income. 

$5,000  or  more _ $1,000  plus  30  percent  of 

Discretionary  Income  in 
excess  of  5,000. 

(20  UB.C.  1070a(a)  (3)  (B).) 


The  expected  family  contribution  for 
dependent  students  from  parents’  and 
student’s  effective  income  for  each  grant 
shall  be  an  amount  determined  in  the 
following  manner: 

(a)  Determine  the  effective  family  in¬ 
come  of  the  student’s  parents. 

(b)  Add  to  the  amount  determined  In 
paragraph  (a)  of  this  section  the  effec¬ 
tive  income  of  the  student  as  defined  in 
§  190.32(e). 

(c)  Determine  discretionary  Income 
by  deducting  from  the  amount  calculated 
in  paragraph  (b)  of  this  section  the 
following: 

(1)  Family  size  offset.  A  family  size 
offset  is  the  amount  specified  In  the  fol¬ 
lowing  table.  Family  size  Includes  the 
student,  the  student’s  parents  and  the 
student’s  parents’  dependents.  If  the 
parents  are  divorced  or  separated,  family 
size  shall  Include  the  student  and  any 
parent  whose  income  is  taken  Into  ac¬ 
count  for  the  purpose  of  computing  the 
annual  adjusted  family  income  and  that 
parent’s  dependents. 

Family  Size  Offset 


Family  size 


Dollar  amount 


2  _  3400 

3  _  4100 

4  _ 6200 

5  . 5160 

6  _ 6960 

7  . 7700 

8  _  8500 

9  . 9300 

10  _ _ _ 10100 

11  _  10850 

12  . . 11660 


(2)  Unusual  expenses.  The  amount  by 
which  the  sum  of  medical  and  dental 
expenses  and  losses  resulting  from  catas¬ 
trophes  Incurred  in  the  base  year  and 
not  compensated  by  Insurance  exceeds 
20  percent  of  effective  family  Income. 
Unusual  expenses  may  be  deducted  if 
they  were  Incurred  by  the  student,  the 
student’s  parents  and/or  the  student’s 
parents’  dependents. 

(3)  Employment  expense  offset.  An 
employment  expense  offset  In  an  amount 
equal  to  50  percent  at  the  adjusted  gross 
Income  earned  In  the  base  year  by  the 
parent  earning  the  lesser  Income  If  both 
parents  are  employed,  or  50  percent  of 
the  adjusted  gross  Income  earned  In  the 
base  year  of  a  parent  qualifying  as  sur¬ 
viving  spouse  or  as  head  of  household  as 
defined  in  section  2  of  the  Internal  Rev¬ 
enue  Code,  but  In  no  case  shall  such  an 
offset  exceed  $1,500.  The  expense  may  be 
claimed  only  If  the  income  of  both  par¬ 
ents  or  the  income  of  the  surviving  spouse 


§  190.34  [Reserved] 

§  190.35  Computation  of  standard  ex¬ 
pected  contribution  from  parents’ 
assets. 

(a)  Except  as  provided  for  In  para¬ 
graph  (b)  of  this  section,  the  expected 
contribution  from  parental  assets  shall 
be  an  amount  determined  in  the  follow¬ 
ing  manner: 

(1)  Determine  the  net  assets  owned 
by  the  parents. 

(2)  Deduct  an  asset  reserve  of  $10,000 
from  net  assets  as  determined  In  sub- 
paragraph  (1)  of  paragraph  (a)  of  this 
section. 

(3)  The  contribution  from  parental 
assets  shall  be  an  amount  equal  to  5  per¬ 
cent  of  the  remainder  obtained  In  sub- 
paragraph  (2)  of  paragraph  (a)  of  this 
section. 

(b)  (1)  Where  the  calculations  required 
by  S  190.33(c)  produce  an  amount  of 
negative  discretionary  income  as  defined 
in  subparagraph  (2)  of  this  paragraph, 
the  expected  contribution  from  parents’ 
assets,  calculated  In  subparagraph  (3) 
of  paragraph  (a)  of  this  section,  shall  be 
reduced  by  the  amount  of  such  negative 
discretionary  Income. 

(2)  The  amount  of  negative  discre¬ 
tionary  Income  Is  the  amount  by  which 
the  sum  of  deductions  for  offsets  and 
expenses  set  forth  In  |  190.33(c)  (1) 
through  1  190.33(c)(3)  exceeds  the 
amount  of  Income  determined  in 
S  190.33(b). 

(c)  If  the  student’s  parents  are  di¬ 
vorced  or  separated  only  the  assets  of 
the  parent  whose  income  Is  taken  Into 
account  for  the  purpose  of  computing 
annual  adjusted  family  Income  shall  be 
considered. 

(20  UB.C.  1070a(»)(3)(B).) 

§  190.36  Computation  for  expected  con¬ 
tribution  from  parents’  income, 
student’s  effective  income,  and  par¬ 
ents’  assets,  adjusted  for  number  of 
family  members  attending  Institu¬ 
tions  of  postsecondary  education. 

(a)  For  each  grant  the  amount  ex¬ 
pected  from  parents’  income  and  stu¬ 
dent’s  effective  Income  as  determined  in 
S  190.33  shall  be  added  to  the  amount 
expected  from  parents’  assets  as  deter¬ 
mined  In  S  190.35. 

(b)  For  each  grant  the  combined  ex¬ 
pectation  calculated  on  the  basis  of  the 
above  formula  shall  be  further  adjusted 
In  the  following  manner  to  take  Into  con¬ 
sideration  the  number  of  family  mem¬ 
bers  who  will  be  In  attendance,  on  at 
least  a  half-time  basis,  In  programs  of 
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postsecondary  education  during  the  aca¬ 
demic  year  for  which  basic  grant  assist¬ 
ance  is  required: 

Number  of 
family  members 
attending  in¬ 
stitutions  of  Expected  contribution  from 
postseoondary  combined  contribution  per 


education  student 

1  _ _ _ _ _ _ 100  percent  of  contribu¬ 

tion  from  the  amount 
determined  In  paragraph 
(a)  of  this  section. 

2  _ _ _ _ _  70  percent  of  contribution 

from  the  amount  deter¬ 
mined  In  paragraph  (a) 
of  this  section. 

8 _ _ _ _  60  percent  of  contribution 

from  the  amount  deter¬ 
mined  In  paragraph  (a) 
of  this  section. 

4  or  more _  40  percent  of  contribution 

from  the  amount  deter¬ 
mined  In  paragraph  (a) 
of  this  section. 


Family  members  include  the  student,  the 
student’s  parents  and  the  student’s  par¬ 
ents'  dependents.  When  the  student’s 
parents  are  divorced  or  separated  and 
are  filing  separate  returns  for  Federal 
income  tax  purposes,  family  members 
shall  Include  the  student  and  any  parent 
whose  Income  is  taken  into  account  for 
the  purpose  of  computing  annual  ad¬ 
justed  family  income  and  that  parents’ 
dependents. 

(20  U.S.C.  1070a (a)  (3)  (B) ) 

§  190.37  Computation  of  expected  con¬ 
tribution  from  student's  assets. 

For  each  grant  the  contribution  from 
the  student’s  assets  shall  be  an  amount 
equal  to  33  per  centum  of  his  net  assets 
as  defined  in  §  190.32(1). 

(20  UB.C.  1070a(a)  (3)  (B) ) 

§  190.38  Computation  of  the  total  ex¬ 
pected  family  contribution. 

For  each  grant  the  total  expected 
family  contribution  shall  be  the  sum  of : 

(a)  The  expected  contribution  from 
discretionary  income  and  parents’  assets 
as  determined  in  8  190.36,  and 

(b)  The  expected  contribution  from 
the  student’s  assets  as  determined  in 
S  190.37. 

(20  U.S.C.  1070a). 

§  190.39  Extraordinary  circumstances 
affecting  the  expected  family  con¬ 
tribution  determination  for  depend¬ 
ent  students. 

(a)  An  applicant  may  submit  an  appli¬ 
cation  to  the  Commissioner,  for  deter¬ 
mination  of  the  applicant’s  expected 
family  contribution,  (or,  if  such  an  ap¬ 
plication  has  previously  been  submitted, 
may  submit  a  new  application)  which 
shall  use  as  the  base  year  for  this  purpose 
the  tax  year  subsequent  to  the  base  year 
established  by  the  Commissioner  if : 

(1)  A  parent  whose  income  was  in¬ 
cluded  in  the  calculation  of  expected 
family  contribution  as  determined  in 
S  190.33  has  died  in  the  base  year  or  the 
tax  year  subsequent  to  the  base  year,  or 

(2)  A  parent  whose  income  was  in¬ 
cluded  in  the  calculation  of  the  expected 
family  .  contribution  as  determined  in 
§  190.33  has  experienced  loss  of  employ¬ 


ment  of  at  least  ten  (10)  weeks  during 
the  tax  year  subsequent  to  the  base  year, 
or 

(3)  A  parent  whose  income  was  In¬ 
cluded  in  the  calculation  of  the  expected 
family  contribution  as  determined  in 
§  190.33  has  been  unable  to  pursue  nor¬ 
mal  income-producing  activities  for  a 
period  of  at  least  ten  (10)  weeks  during 
the  tax  year  by  reason  of:  (i)  disability 
or,  (ii)  loss  or  damage  to  income-pro¬ 
ducing  property  as  a  result  of  natural 
disaster,  or 

(4)  The  parents  of  a  dependent  stu¬ 
dent  applicant  have  become  separated  or 
divorced  since  the  time  the  student  sub¬ 
mitted  his  application. 

(b)  An  application  submitted  pursuant 
to  paragraph  (a)  of  this  section  shall  in¬ 
clude  the  annual  adjusted  family  Income 
and  effective  student  income  received  for 
the  newly  established  base  year,  i.e.,  the 
tax  year  subsequent  to  the  original  base 
year.  If  necessary,  an  estimate  of  the  an¬ 
nual  adjusted  family  income  and  the 
effective  student  income  shall  be  pro¬ 
vided  for  the  remainder  of  such  year. 

(20  U.S.C.  1070a (a)  (3)  (B)  (1)  (V) ) 

Subpart  D — Expected  Family  Contribution 
for  Independent  Students 

§  190.41  Indicators  of  financial  strength. 

“Expected  Family  Contribution”  with 
respect  to  each  independent  student 
means  the  amount  which  that  student, 
and  his  or  her  spouse,  if  any,  may  rea¬ 
sonably  be  expected  to  contribute  toward 
the  cost  of  his  or  her  education  for  an 
academic  year.  Each  of  the  following 
elements  of  financial  strength  will  be 
considered  in  determining  the  family 
contribution  for  independent  students: 

(a)  The  amount  of  effective  income  of 
the  independent  student. 

(b)  The  amount  of  annual  adjusted 
family  income  of  the  independent  student 
and  the  independent  student’s  spouse. 

(c)  The  number  of  persons  whom  the 
Independent  student  can  claim  as  an 
exemption. 

(d)  The  number  of  dependents  of  the 
Independent  student  who  in  addition  to 
the  student  will  be  in  attendance,  on  at 
least  a  half-time  basis,  in  a  program  of 
postsecondary  education. 

(e)  The  amount  of  the  assets  of  the 
independent  student  and  his  or  her 
spouse. 

(f)  The  unusual  expenses  of  the  inde¬ 
pendent  student,  and  his  or  their  de¬ 
pendents.  Such  unusual  expenses  shall 
be  limited  to  medical  and  dental  expenses 
and  expenses  arising  from  catastrophic 

(g)  The  additional  expenses  incurred 
In  providing  an  income  where  both  the 
Independent  student  and  his  spouse  are 
employed  or  where  the  independent  stu¬ 
dent  qualifies  as  a  surviving  spouse  or  as 
head  of  a  household  under  section  2  of 
the  Internal  Revenue  Code. 

(20  UJ3.C.  1070a(a)  (3)  (C).) 

§  190.42  Special  definitions. 

For  the  purposes  of  this  subpart: 

(a)  “Independent  Student”  means  a 
student  who: 

(1)  Has  not  and  will  not  be  claimed 
as  an  exemption  for  Federal  income  tax 


purposes  by  any  person  except  his  or  her 
spouse  for  the  calendar  year(s)  in  which 
aid  Is  received  and  the  calendar  year 
prior  to  the  academic  year  for  which  aid 
is  requested, 

(2)  Has  not  received  and  will  not  re¬ 
ceive  financial  assistance  of  more  than 
$600  from  his  or  her  parent  (s)  in  the 
calendar  year(s)  in  which  aid  is  received 
and  the  calendar  year  prior  to  the  aca¬ 
demic  year  for  which  aid  is  requested, 
and 

(3)  Has  not  lived  or  will  not  live  for 
more  than  2  consecutive  weeks  in  the 
home  of  a  parent  during  the  calendar 
year  in  which  aid  is  received  and  the 
calendar  year  prior  to  the  academic  year 
for  which  aid  is  requested. 

(b)  (1)  “Annual  Adjusted  Family  In¬ 
come”  for  any  base  year  means  the  sum 
of  the  following:  Adjusted  gross  income 
as  defined  in  section  62  of  the  Internal 
Revenue  Code  of  the  student  and  the  stu¬ 
dent’s  spouse,  whether  or  not  the  student 
or  the  student’s  spouse  files  an  income 
tax  return.  Investment  income  upon 
which  no  Federal  income  tax  is  required 
to  be  paid  such  as  interest  on  municipal 
and  State  bonds,  other  income  of  the  stu¬ 
dent  and  the  student’s  spouse  upon 
which  no  Federal  Income  tax  is  required 
to  be  paid  such  as  child  support  pay¬ 
ments,  Income  of  the  student  and  the 
student’s  spouse  received  under  income 
maintenance  programs  including  welfare 
benefits,  social  security  benefits  except 
those  benefits  paid  to  or  on  account  of 
the  student  Included  in  paragraph  (f) 
of  this  section,  and  veteran’s  benefits  ex¬ 
cept  those  veteran’s  benefits  paid  to  the 
independent  student  under  chapters  34 
and  35  of  title  38  of  the  United  States 
Code. 

(2)  In  the  case  of  the  student  who  is 
divorced,  or  is  separated  only  the  stu¬ 
dent’s  own  income  shall  be  considered  in 
determining  the  annual  adjusted  family 
income. 

(3)  In  the  case  where  the  student  and 
his  spouse  are  married  and  not  separated 
but  file  separate  returns  for  Federal  in¬ 
come  tax  purposes,  the  income  as  de¬ 
scribed  in  paragraph  (b)(1)  of  this 
section  of  both  the  applicant  and  spouse 
shall  be  combined  to  determine  the  an¬ 
nual  adjusted  family  income  for  that 
student. 

(c)  “Assets”  means  cash  on  hand  in¬ 
cluding  amounts  in  checking  accounts, 
savings  accounts  and  trusts,  the  current 
market  value  at  the  time  of  application 
of  stocks,  bonds,  and  other  securities,  real 
estate,  home  (if  owned),  income  pro¬ 
ducing  property,  business  equipment  and 
business  inventory  which  are  held  by  the 
independent  student  and/or  his  spouse. 

(d)  “Base  year”  means  the  tax  year 
for  which  information  is  requested  by 
the  Commissioner  for  the  purpose  of 
determining  family  income. 

(e)  “Dependent”  means  the  independ¬ 
ent  student’s  spouse  and  any  of  the  fol¬ 
lowing  persons  for  whom  the  student  or 
his  spouse  provides  or  will  provide  during 
the  calendar  year  in  which  the  student 
applies  to  have  his  expected  family  con¬ 
tribution  determined  more  than  one-half 
of  support: 
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(I)  Any  children  of  the  student  or  his 
spouse;  (2)  any  other  persons  related  to 
the  student  or  his  spouse  by  blood  or 
marriage;  or  (3)  any  person  living  with 
the  student  and  his  spouse. 

(f)  The  “effective  income  of  the  stu¬ 
dent”  means  any  amount  paid  to,  or  on 
account  of,  the  student  for  the  base  year 
under  the  Social  Security  Act  which 
would  not  be  paid  if  he  were  not  a  stu¬ 
dent;  (i.e.,  under  section  202(d)  of  title 
n  of  the  Social  Security  Act,  42  U.S.C. 
402(d) )  and  one-half  of  any  amount  to 
be  paid  the  student  for  the  academic  year 
for  which  Basic  Grant  assistance  is 
requested  under  chapter  34  of  title  38, 
United  States  Code  (Veterans  Educa¬ 
tional  Assistance — 38  U.S.C.  1651  et  seq.) 
and  chapter  35  of  title  38,  United  States 
Code  (War  Orphans’  and  Widows’  Edu¬ 
cation  Assistance — 38  U.S.C.  1700  et  seq.) . 
The  amount  of  the  effective  income  of  the 
student  is  the  amount  to  be  received  dur¬ 
ing  the  academic  year  for  which  basic 
grant  assistance  is  requested. 

(g)  “Effective  family  income"  means 
the  annual  adjusted  family  income  re¬ 
ceived  during  the  base  year  minus  the 
Federal  income  tax  paid  or  payable  with 
respect  to  such  income. 

(h)  “Employment  expense  offset” 
means  an  allowance  to  meet  expenses  re¬ 
lating  to  employment  where  both  the 
independent  student  and  his  or  her 
spouse  are  employed  or  where  the  inde¬ 
pendent  student  qualifies  as  a  surviving 
spouse  or  as  head  of  a  household  under 
section  2  of  the  Internal  Revenue  Code. 

(i)  “Expenses  arising  from  catas¬ 
trophe”  means  those  types  and  amounts 
of  casualty  losses  which  may  be  deducted 
under  section  165(c)  (3)  of  the  Internal 
Revenue  Code  which  were  incurred  by 
the  independent  student  and  his  depend¬ 
ents  during  the  base  year. 

(J)  “Family  size  offset”  means  an 
allowance  to  meet  subsistence  expenses, 
including  food,  shelter,  clothing,  and 
other  basic  needs  of  the  independent 
student  and  his  dependents.  For  pur¬ 
poses  of  this  part  the  “Weighted  Average 
Thresholds  at  the  Low  Income  Level,” 
as  developed  by  the  Social  Security  Ad¬ 
ministration,  shall  be  used  as  a  basis  to 
determine  the  amount  tot  the  family  size 
offset  except  in  the  case  of  a  single  inde¬ 
pendent  student,  where  an  amount  esti¬ 
mated  to  be  equal  to  living  expenses  dur¬ 
ing  periods  of  nonenrollment  shall  be 
utilized. 

(k)  “Federal  income  tax”  means  the 
tax  on  income  paid  to  the  U.S.  Govern¬ 
ment  under  chapter  2  of  the  Internal 
Revenue  Code  and  the  tax  on  income 
paid  to  the  Governments  of  Puerto  Rico, 
Guam,  American  Samoa,  the  Virgin  Is¬ 
lands,  and  the  Trust  Territory  of  the 
Pacific  Islands  under  the  laws  applica¬ 
ble  to  those  jurisdictions. 

(20  UJ3.C.  1070a (a)  (8)  (B)  (111) ) 

(l)  “Medical  expenses”  means  those 
types  of  medical  and  dental  expenses, 
except  premiums  for  medical  insurance, 
that  may  be  deducted  under  section  213 


of  the  Internal  Revenue  Code,  which  were 
incurred  by  the  independent  student  and 
his  dependents  during  the  base  year. 

(m)  “Net  assets”  means  the  current 
market  value  at  the  time  of  application 
of  the  assets  included  in  paragraph  (c) 
of  this  section  minus  the  outstanding  lia¬ 
bilities  (indebtedness)  against  such 
assets. 

(20  U.S.C.  1070a(a)  (8)  (C) ) 


§  190.43  TTie  expected  family  contribu¬ 
tion  for  independent  students  from 
annual  adjusted  family  income. 

The  expected  family  contribution  of 
the  independent  student  from  annual 
adjusted  family  Income  shall  be  an 
amount  determined  in  the  following 
manner; 

(a)  Determine  effective  family  income 
by  subtracting  from  the  annual  adjusted 
family  income  the  amount  of  Federal  in¬ 
come  tax  paid  or  payable  with  respect  to 
such  income. 

(b)  Add  to  the  amount  determined  in 
paragraph  (a)  of  this  section  the  effec¬ 
tive  income  of  the  student  as  defined  in 
§  190.42(f). 

(c)  Determine  discretionary  income  by 
deducting  from  the  amount  calculated  in 
paragraph  (b)  of  this  section  the  fol¬ 
lowing; 

(1)  Family  size  offset.  A  family  size 
offset  is  the  amount  specified  in  the  fol¬ 
lowing  table.  Family  size  includes  the 
student  and  his  dependents.  If  the  stu¬ 
dent  is  divorced  or  separated,  family  size 
shall  include  any  person  whose  income  is 
taken  into  account  for  the  purpose  of 
computing  the  annual  adjusted  family 
income  and  his  or  her  dependents. 

Family  Size  Offset 


Family  size 
2  _ 

3  _ 

4  _ 

5  . 

6  _ 

7  _ __ 

8  . . 

9  _ 

10 . . 

11  _ 

12  _ 


Dollar  amount 

.  3400 

.  4100 

.  5200 

. .  6160 

.  6950 

_  7700 

.  8500 

. .  9300 

. . 10100 

_  10850 

.  11650 


An  offset  of  $950  shall  be  made  for  the 
single  independent  student. 

(2)  Unusual  expenses.  The  amount  by 
which  the  sum  of  medical  and  dental  ex¬ 
penses,  and  losses  resulting  from  catas¬ 
trophes  incurred  in  the  base  year  and  not 
compensated  by  insurance,  exceeds  20 
percent  of  effective  family  income.  Un¬ 
usual  expenses  may  be  deducted  if  they 
were  incurred  by  the  independent  stu¬ 
dent  and  his  dependents  during  the  base 
year. 

(3)  Employment  expense  offset.  An 
employment  expense  offset  in  an  amount 
equal  to  50  percent  of  the  adjusted  gross 
income  earned  in  the  base  year  by  either 
a  married  independent  student  or  the 
student’s  spouse,  whoever  earns  the  less¬ 
er,  or  50  percent  of  the  adjusted  gross 
income  earned  during  the  base  year  by 
an  independerit  student  qualifying  as  a 


surviving  spouse  or  as  head  of  household 
as  defined  in  section  2  of  the  Internal 
Revenue  Code,  but  in  no  case  shall  such 
an  offset  exceed  $1,500. 

(d)  Determine  the  expected  family 
contribution  from  the  family  Income  of 
the  independent  student  and  his  or  her 
spouse  by  applying  the  following  rates 
to  discretionary  income: 

(1)  75  percent  of  discretionary  income 
for  the  single  independent  student  with 
no  dependents; 

(2)  50  percent  of  discretionary  income 
for  the  married  independent  student 
with  no  dependents  other  than  spouse; 
and 

(3)  40  percent  of  discretionary  in¬ 
come  for  the  independent  student  who 
has  dependents  other  than  spouse. 

(20  U.S.C.  1070a  (a)  (3)  (C) ) 

§  190.44  [Reserved] 

§  190.45  Computation  of  expected  con¬ 
tribution  from  the  assets  of  the  inde¬ 
pendent  student  and  his  or  her  spouse. 

(a)  Except  as  provided  for  in  para¬ 
graph  (b)  of  this  section,  the  expected 
contribution  from  the  assets  of  the  inde¬ 
pendent  student  and  his  or  her  spouse 
shall  be  determined  in  the  following 
manner: 

(1)  Determine  the  total  amount  of  net 
assets  owned  by  the  student  and  the 
student’s  spouse. 

(2)  The  contribution  from  assets 
shall  be  an  arount  equal  to  33  percent 
of  the  amount  determined  in  subpara¬ 
graph  (1)  of  paragraph  (a)  of  this 
section. 

(b)  (1)  If  the  calculations  required 
by  §  190.43(c)  produce  an  amount  of 
negative  discretionary  income  as  defined 
in  subparagraph  (2)  of  this  paragraph 
the  expected  contribution  from  the  as¬ 
sets  of  the  student  and  his  spouse  calcu¬ 
lated  in  paragraph  (a)  of  this  section 
shall  be  reduced  by  the  amount  of  such 
negative  discretionary  income. 

(2)  The  amount  of  negative  discretion¬ 
ary  income  is  the  amount  by  which  the 
sum  of  deductions  for  offsets  and  ex¬ 
penses  set  forth  in  §  190.43(c)  exceeds 
the  amount  of  income  determined  in 
§  190.43(b). 

§  190.46  Compulation  for  expected  con¬ 
tribution  from  annual  adjusted 
family  income  and  assets  adjusted 
for  number  of  family  members  at¬ 
tending  institutions  of  postsccondary 
education. 

(a)  For  each  grant  the  amount  ex¬ 
pected  from  family  income  as  deter¬ 
mined  in  S  190.43  shall  be  added  to  the 
amount  expected  from  assets  as  deter¬ 
mined  in  S  190.45. 

(b)  For  each  grant  the  combined  ex¬ 
pectation  calculated  on  the  basis  of  the 
above  formula  shall  be  further  adjusted 
in  the  following  manner  to  take  into  con¬ 
sideration  the  number  of  family  mem¬ 
bers  who  will  be  in  attendance,  on  at 
least  a  half-time  basis,  in  programs  of 
postsecondary  education  during  the 


FEDERAL  REGISTER,  VOL.  40,  NO.  66 — FRIDAY,  APRIL  4,  1975 


RULES  AND  REGULATIONS 


15253 


academic  year  for  which  basic  grant 
assistance  is  requested : 

Number  of 
family  members 
attending  in¬ 
stitutions  of  Expected  contribution  from 
postsecondary  combined  contribution  per 


education  student 

1  _  100  percent  of  contribu¬ 

tion  from  the  amount 
determined  in  para¬ 
graph  (a)  of  this  sec¬ 
tion. 

2  _  70  percent  of  contribution 

from  the  amount  deter¬ 
mined  in  paragraph  (a) 
of  this  section. 

3  _ _  60  percent  of  contribution 

from  the  amount  deter¬ 
mined  in  paragraph  (a) 
of  this  section. 

4  or  more _  40  percent  of  contribution 

from  the  amount  deter¬ 
mined  in  paragraph  (a) 
of  this  section. 


Family  members  shall  include  any  person 
whose  income  is  taken  into  account  for  the 
purpose  of  computing  the  annual  adjusted 
family  income  and  his  or  her  dependents. 

§  190.47  Compulation  of  the  total  ex¬ 
pected  family  contribution. 

For  each  grant  the  total  expected 
family  contribution  shall  be  the  expected 
contribution  from  discretionary  income 
and  assets,  as  determined  in  8  190.46. 

§  190.48  Extraordinary  circumstances 
affecting  the  expected  family  contri¬ 
bution  determination  for  the  inde¬ 
pendent  student. 

(a)  An  applicant  may  submit  an  appli¬ 
cation  to  the  Commissioner,  for  deter¬ 
mination  of  the  applicant’s  expected 
family  contribution,  (or,  if  such  an  appli¬ 
cation  has  previously  been  submitted, 
may  submit  a  new  application)  which 
shall  use  as  the  base  year  for  this  pur¬ 
pose  the  tax  year  subsequent  to  the  base 
year  established  by  the  Commissioner  if: 

(1)  A  spouse  whose  income  was  in¬ 
cluded  in  the  calculation  of  expected 
family  contribution  as  determined  in 
8  190.43  has  died  in  the  base  year  or  the 
tax  year  subsequent  to  the  base  year,  or 

(2)  A  spouse  whose  income  was  in¬ 
cluded  in  the  calculation  of  the  ex¬ 
pected  family  contribution  as  determined 
in  1  190.43  has  experienced  loss  of  em¬ 
ployment  of  at  least  ten  (10)  weeks  dur¬ 
ing  the  tax  year  subsequent  to  the  base 
year,  or 

(3)  An  applicant  or  spouse  whose  in¬ 
come  was  Included  in  the  calculation  of 
the  expected  family  contribution  as  de¬ 
termined  in  8  190.43  has  been  unable  to 
pursue  normal  income-producing  activi¬ 
ties  for  a  period  of  at  least  10  weeks  dur¬ 
ing  the  tax  year  subsequent  to  the  base 
year  by  reason  of:  (i)  Disability  or  (ii) 
loss  or  damage  to  income-producing 
property  as  a  result  of  natural  disaster, 
or 

(4)  The  applicant  has  become  sepa¬ 
rated  or  divorced  since  the  time  he  sub¬ 
mitted  his  application,  or 

(5)  The  applicant  was  employed  for  at 
least  35  hours  per  week  for  a  minimum  of 
30  weeks  during  the  base  year  and  will 


not  be  comparably  employed  during  the 
tax  year  subsequent  to  the  base  year. 

(b)  An  application  submitted  pur¬ 
suant  to  paragraph  (a)  of  this  section 
shall  include  the  annual  adjusted  family 
income  and  effective  student  income  re¬ 
ceived  for  the  newly  established  base 
year,  i.e.,  the  tax  year  subsequent  to  the 
original  base  year.  If  necessary,  an  esti¬ 
mate  of  the  annual  adjusted  family  in¬ 
come  and  the  effective  student  income 
shall  be  provided  for  the  remainder  of 
such  year. 

(20  U.S.C.  1070a(a)  (3)  (B)  (i)  (V) ) 

Appendix 

The  following  discussion  Is  Intended  to 
provide  additional  explanation  of  the  pro¬ 
cedures  for  calculating  the  expected  family 
contribution  for  dependent  and  Independent 
students. 

Also  Included  Is  further  explanation  of 
Si  190.39  and  190.48,  extraordinary  circum¬ 
stances  affecting  the  expected  famUy  con¬ 
tribution  determination  for  dependent  and 
independent  students,  which  have  been  In¬ 
corporated  Into  the  family  contribution 
schedules  to  establish  specific  conditions 
under  which  an  applicant  may  file  an  ap¬ 
plication  using  estimated  Income  rather  than 
base  year  Income  Information. 

EXPECTED  FAMH.T  CONTRIBUTION  FOR  DEPEND¬ 
ENT  STUDENTS,  ACADEMIC  TEAR  1975-76,  SUM- 
MART  OF  CALCULATIONS 

1.  Parents'  adjusted  gross  Income 

in  1974 . . . . 

a.  Amount  earned  by  father..  - 

b.  Amount  earned  by  mother.  - 

2.  Total  other  family  Income  In 

1974  . . H - 

3.  One-half  of  Veterans  Educa¬ 

tional  Benefits  (to  be  re¬ 
ceived  between  July  1,  1975 


and  June  30,  1976) _ + 

4.  Annual  Adjusted  Income 
(lines  1+2  +  3) . . = 


5.  Parents’  Federal  Income  Tax 

paid  for  1974 . 

6.  Effective  family  Income  In 

1974  . 


7.  Family  size  offset _ + 

8.  Unusual  expenses _ + 

9.  Employment  expense  offset _ + 


10.  Total  offsets  against  Income 

(lines  7+8+9) _ _ _ 

11.  Discretionary  Income  (line  6 

minus  line  10) _ _ 

12.  If  line  11  is  a  positive  amount, 

multiply  discretionary  in¬ 
come  by  applicable  rate 
($1-|4.999  @20%;  $5,000  or 
more,  $1,000+30%  of 
amount  In  excess  of  $5,000) 
to  obtain  standard  contri¬ 
bution  from  Income.  If  line 
11  Is  a  negative  amount, 
enter  0 _ _ 

13.  Determine  net  assets  of  par¬ 

ents)  _ _ 

14.  Subtract  asset  reserve - —$10,000 

16.  Available  parental  assets  (line 

13  minus  line  14) _ — 

16.  Multiply  available  parental  as¬ 

sets  by  0.05 _ _ 

17.  Enter  line  16  as  standard  con¬ 

tribution  from  available 
parental  assets.  If  line  16  Is 
negative,  enter  0 - - 

18.  If  line  11  Is  a  negative  amount, 

enter  that  amount  as  a  posi¬ 
tive  number,  otherwise 
enter  0 _ _ 


19.  Subtract  line  18  from  line  17 

to  obtain  contribution  from 
parental  assets.  If  negative 
number  enter  0 _ _  _ 

20.  Add  lines  12  and  19  to  obtain 

contribution  from  family 
Income  and  parental  assets.  - 

21.  Multiply  line  20  by  multiple 

student  rate  to  determine 
expected  family  contribu¬ 
tion  for  each  member  in 
po6tsecondary  education _ _ 

22.  Determine  net  assets  of  stu¬ 

dent  _ _ 

23.  Multiply  student’s  net  assets 

by  0.33 . . . 

24.  Student  Eligibility  Index 

equals  sums  of  lines  21  and 
23  . . 

EXPLANATION  OF  CALCULATION1 

1.  Parents’  adjusted  gross  income  in  1974 
(line  1).  All  Income  which  Is  available  to 
the  parents  should  be  considered  In  the 
evaluation  of  parental  ability  to  support  the 
cost  of  postsecondary  education.  The  most 
valid  reference  for  parental  Income  subject 
to  Federal  Income  tax  Is  the  adjusted  gross 
Income  Item  In  the  family’s  Federal  Income 
tax  return.  This  Information  is  readily  avail¬ 
able  to  most  families,  and  the  information 
can  be  verified  by  referring  to  the  IRS  forms 
actually  filed  by  the  parents. 

If  It  may  be  assumed  that  family  Income 
will  be  measured  on  an  annual  basis,  which 
year  of  family  Income  shall  be  used?  Parents 
provide  from  their  current  Income  for  the 
education  of  their  children.  However,  If  we 
attempted  to  use  current  year  Information,  a 
parent  would  have  to  "estimate  the  amount  of 
Income  which  he  will  receive  during  a  year 
In  which  a  child  Is  a  student  since  applica¬ 
tion  for  aid  Is  made  before  the  student  en¬ 
rolls  for  a  particular  year  of  study.  A  study  by 
Orwlg  and  Jones  shows  that  income  received 
during  the  tax  year  prior  to  the  year  In 
which  the  student  Is  applying  for  aid  Is  the 
best  practical  indicator  of  the  Income  from 
which  a  student’s  actual  expenses  will  be 
paid.*  If  estimates  of  the  Income  received 
during  the  actual  year  of  attendance  are 
provided  by  parents,  middle  Income  families 
systematically  underestimate  their  earn¬ 
ings,  and  lower  Income  families  systemati¬ 
cally  overestimate  their  earnings.  The 
amount  to  be  entered  here,  therefore.  Is 
from  the  previous  year’s  Federal  income  tax 
form.  In  addition,  Item  one  requests  that  the 
income  earned  through  employment  by  the 
father  and  mother  be  reported  separately, 
nils  Information  Is  used  to  determine 
whether  or  not  the  family  Is  eligible  for  the 
employment  expense  offset. 

2.  Total  other  family  income  in  1974  ( line 
2) .  Information  on  other  family  Income  must 
also  be  collected  since  this  Income  does 
clearly  contribute  to  family  financial  strength 
and  may  represent  a  considerable  portion  of 
the  parental  Income  of  many  Basic  Grant 
recipients.  Elements  of  other  family  Income 
are:  Income  from  tax  exempt  bonds,  that  por¬ 
tion  of  pensions  on  which  no  Federal  Income 
tax  Is  required,  welfare  benefits,  social  secu- 
securlty  benefits  (Including  those  benefits 
paid  to  or  on  account  of  the  student  or  other 
educational  benefits  paid  to  other  members  of 
the  family),  child  support  payments  which 
are  received  for  all  children  for  whom  the 
parents  provide  more  than  one-half  support, 


» Reference  numbers  are  keyed  to  the  line 
numbers  In  preceding  summary. 

*  Orwlg  and  Jones,  "Can  Financial  Need 
Analysis  Be  Simplified?”  The  American  Col¬ 
lege  Testing  Program,  Iowa  City.  Iowa, 
1970 — p.  11. 
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Income  of  families  which  didn’t  file  Income 
tax  returns,  that  portion  of  capital  gains  on 
which  no  Federal  Income  tax  is  required,  etc. 

3.  One-half  of  Veterans  educational  bene¬ 
fits  ( line  3).  One-half  of  that  amount  of 
veterans  readjustment  benefits,  and/or  war 
orphan's  benefits  paid  to  or  on  behalf  of  the 
applicant  because  he  Is  a  student,  to  be  re¬ 
ceived  between  July  1,  1975  and  June  30, 
1976.  The  amount  to  be  entered  on  line  3  la 
calculated  as  follows:  Multiply  the  monthly 
amount  of  benefits  times  the  number  of 
months  for  which  these  payments  are  ex¬ 
pected  to  be  received  between  July  1,  1975 
and  June  30,  1976,  and  divide  the  results  by 
two  (2). 

4.  Annual  adjusted  income  in  1974  (line  4) . 
Annual  adjusted  Income  is  the  sum  of  par¬ 
ents’  adjusted  gross  income  (line  1)  plus 
other  family  Income  (line  2)  and  one-half 
of  Veterans  educational  benefits  (line  3). 

6.  Parents’  Federal  income  tax  paid  for 
1974  ( line  S) .  The  legislation  requires  that  a 
deduction  be  made,  from  annual  adjusted 
Income,  for  the  amount  of  Federal  income 
tax  paid  on  Income  received  during  the  base 
year. 

6.  Effective  family  income  in  1974  ( line  6). 
The  result  of  subtracting  Federal  Income  tax 
paid  (line  5)  from  the  annual  adjusted  In¬ 
come  (line  4)  is  effective  family  Income  and 
Is  the  base  for  calculating  expected  contribu¬ 
tion  from  parental  Income. 

7.  Family  size  offset  (line  7).  In  addition 
to  taxes,  a  family  has  basic  subsistence  ex¬ 
penses  which  must  be  met  before  any  con¬ 
tribution  from  Income  can  be  expected.  These 
expenses  will  vary  depending  on  size  of  the 
family  involved.  For  purposes  of  the  basic 
grant  program  the  “Weighted  Average 
Thresholds  At  the  Low  Income  Level,”  de¬ 
veloped  by  the  Social  Security  Administra¬ 
tion  and  published  by  the  Bureau  of  the  Cen¬ 
sus,  have  been  used  as  a  reasonable  approxi¬ 
mation  of  basic  family  expenses*  These 
expenses  are  based  on  the  food  costs  of  a 
family  of  a  given  size,  and  make  certain  as¬ 
sumptions  about  the  additional  expenses  of 
shelter  and  other  family  needs.  The  amounts 
determined  In  this  manner  are  called  “Fam¬ 
ily  Size  Offsets.” 

These  base  line  data  have  been  updated 
annually  to  accommodate  the  increase  In  the 
Consumer  Price  Index  as  published  by  the 
Department  of  Labor.  For  the  1975-76  aca¬ 
demic  year,  the  family  size  offsets  used  dur¬ 
ing  the  1974-75  academic  year  have  been  in¬ 
creased  by  11.9  percent  to  reflect  the  rise  in 
cost  of  living  expenses  from  November  1973 
to  October  1974,  and  then  rounded  to  facili¬ 
tate  calculation.  The  percentage  Increase  is 
taken  from  the  latest  published  Department 
of  Labor  Consumer  Price  Index  statistics. 

Family  Size  Offsets 


Family  size  Dollar  amount 

2  - 8400 

3  _  4100 

4  . 5200 

5  _  6160 

6  _ 6950 

7  _  7700 

8  _  8500 

9  _  9300 

10 _ 10100 

11  _  10660 

12 _ _ 11660 


8.  Unusual  expenses  (line  S).  The  Basic 
Grant  program  is  required  by  law  to  take 


•From  “Weighted  Average  Thresholds  At 
the  Low  Income  Level”  in  1972  by  size  of 
family  and  sex  at  head,  by  farm-nonfarm 
residence;  current  population  reports,  con¬ 
sumer  Income,  characteristics  of  the  low-ln- 
oome  population;  1972  series  p.  60,  No.  91; 
December  1973. 
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into  consideration  two  kinds  of  unusual  ex¬ 
penses,  those  arising  from  a  “catastrophe" 
and  “unusual  medical  expenses."  It  is  pro¬ 
posed  to  use  the  Internal  Revenue  Service 
definitions  of  medical  and  dental  expenses 
and  casualty  loss  In  determining  “unusual 
expenses”  for  the  Basic  Grant  program.  The 
use  of  Internal  Revenue  Service  definitions 
avoid  the  need  for  creating  a  new  definition 
of  expenses  which  would  be  used  only  by  the 
Basic  Grants  program.  However,  some  distinc¬ 
tion  must  be  made  between  expenses  which 
may  be  itemized  for  Income  tax  purposes,  and 
those  Itemized  expenses  which  are  “unusual” 
as  used  for  the  Basic  Grant  legislation. 

For  purposes  of  the  Basic  Grant  program, 
those  items  which  may  be  Included  as  un¬ 
usual  expenses  are: 

1.  Those  medical  and  dental  expenses  (not 
compensated  by  Insurance  or  otherwise) 
which  may  be  listed  as  “medicine  and  drugs” 
on  line  2  of  Schedule  A,  Form  1040  of  the 
Internal  Revenue  Service  and  those  expenses 
which  may  be  listed  as  “Other  Medical  and 
Dental  Expenses’’  on  line  6  of  Schedule  A, 
Form  1040.  The  gross  amount  of  all  such 
medical,  dental  and  drug  expenses  is  to  be 
used  In  the  Basic  Grant  calculation. 

2.  Those  casualty  or  theft  loss(es)  permit¬ 
ted  by  the  Internal  Revenue  Service  (Form 
1040,  Schedule  A,  line  29). 

The  amount  of  unusual  expenses  which 
may  be  deducted  from  effective  family  In¬ 
come  (line  6  of  this  illustration)  Is  that 
amount  of  unusual  expenses  (as  defined 
above)  In  excess  of  20  percent  of  effective 
family  Income.  This  exclusion  Is  designed  to 
confine  claims  for  such  expenses  to  those 
which  are  genuinely  unusual. 

9.  Employment  expense  of  offset  (line  9). 
constructing  budgets  which  recognize  ex¬ 
penses  for  families,  due  provision  must  be 
made  for  the  expenses  of  the  breadwinner 
which  occur  as  a  result  of  employment  It¬ 
self.  Some  expenses  for  clothing,  transporta¬ 
tion,  and  other  Items  are  attributable  to  oc¬ 
cupational  needs.  When  both  parents  work, 
additional  employment  expenses  are  incurred. 
Also,  if  a  household  Is  headed  by  a  single 
parent,  the  costs  associated  with  that  em¬ 
ployment  are  greater  than  for  a  comparable 
worker  who  has  the  economic  advantage  of 
a  nonemployed  spouse.  Therefore  in  the  de¬ 
termination  of  family  contribution  an  “Em¬ 
ployment  Expense  Offset”  has  been  con¬ 
structed  to  treat  more  equitably  the  income 
of  the  two  parent  family  where  both  parents 
work,  or  the  single  parent  household.  It  Is 
recognized  that  both  of  these  types  of  fam¬ 
ilies  will  occur  frequently  in  the  lower  In¬ 
come  families  where  Basic  Grant  eligibility 
is  greatest.  The  offset  provides  that  50  per¬ 
cent  of  the  earnings  of  that  parent  with  the 
lesser  earnings,  or  50  percent  of  the  earnings 
of  the  single  parent,  will  be  protected  from 
any  contribution  toward  education.  The  max¬ 
imum  offset  is  $1,500  and  would  thus  assure 
that  up  to  $30  a  week  would  be  available  for 
the  additional  expenses  which  these  parents 
face. 

10.  Total  offsets  against  income  (line  10). 
The  sum  of  line  7  (family  size  offset)  plus 
line  8  (unusual  expenses)  plus  line  9  (em¬ 
ployment  expense  offset)  Is  the  total  amount 
which  can  be  deducted  from  effective  family 
Income  (line  6)  In  order  to  determine  dis¬ 
cretionary  parental  Income. 

11.  Discretionary  income  (line  11).  The  In¬ 
come  which  remains  after  allowance  has 
been  made  for  family  living  expenses,  Federal 
Income  taxes,  unusual  expenses  and  the  em¬ 
ployment  expense  offset  may  be  Identified  as 
discretionary  Income.  This  Income  Is  avail¬ 
able  for  the  purchases  of  goods  and  services 
which  enhance  the  standard  of  living  of  the 
family  Including  the  cost  of  postsecondary 
education.  This  income  may  be  a  positive  or 
negative  amount.  If  the  discretionary  Income 
is  a  positive  amount,  some  contribution  will 


be  expected  In  accordance  with  step  12.  If 
the  discretionary  Income  is  a  negative 
amount,  no  contribution  from  Income  will 
be  expected. 

12.  Standard  income  contribution  (line 
12).  If  Une  11  is  a  positive  amount  a  stand¬ 
ard  contribution  from  Income  can  be  deter¬ 
mined.  A  contribution  of  20  percent  Is 
expected  from  the  first  $5000  of  discretionary 
Income.  When  discretionary  Income  exceeds 
$5000,  the  expected  Income  contribution  is 
$1000  plus  30  percent  of  the  amount  in  excess 
of  $5000.  The  contribution  rates  will  gen¬ 
erally  be  at  the  20  percent  level  for  most  of 
the  income  range  where  Basic  Grant  eligibil¬ 
ity  will  occur. 

These  contribution  rates  appear  reason¬ 
able  in  terms  of  the  several  demands  made 
on  family  Income,  especially  In  light  of  the 
fact  that  the  cost  of  supporting  the  student 
for  the  academic  year  is  included  In  the  cost 
of  education  and  does  not  have  to  be  met 
from  the  general  budget  resources. 

13.  Net  assets  of  parents  (line  13). — For 
purposes  of  Basic  Grants,  the  following  types 
of  assets  will  be  considered:  Equity  In  farm, 
business,  home,  other  real  estate,  stocks, 
bonds,  other  investments,  savings  accounts, 
etc.  Since  equity  Is  being  measured,  debts 
against  the  stated  assets  will  be  deducted  In 
evaluating  the  net  worth  of  these  assets. 

14.  Asset  reserve  (line  14).  In  order  to  de¬ 
termine  the  amount  of  parental  assets  which 
can  be  considered  in  determining  a  contribu¬ 
tion  for  educational  purposes,  an  asset  re¬ 
serve  of  $10,000  Is  subtracted  from  the  net 
assets  of  the  parents.  Since  families  accumu¬ 
late  assets  for  several  purposes  including  re¬ 
tirement,  future  consumption,  and  the  post¬ 
secondary  education  of  their  children,  a  por¬ 
tion  of  assets  should  be  reserved  from  any 
contribution  toward  postsecondary  educa¬ 
tion,  and  remaining  assets  be  assessed  at 
some  rate  less  than  100  percent.  This  $10,000 
asset  reserve  would  also  allow  for  emergen¬ 
cies  and  retirement  needs. 

15.  Available  parental  assets  (line  IS) .  Sub¬ 
tracting  line  14  (asset  reserve)  from  line  13 
(net  assets  of  parents)  results  In  available 
parental  assets.  If  this  is  a  negative  amount, 
enter  zero  since  there  Is  no  provision  In  the 
formula  for  a  treatment  of  negative  assets. 

16.  Asset  assessment  rate  (line  16). — Once 
the  available  parental  assets  have  been  deter¬ 
mined,  a  contribution  rate  of  6  percent  will 
be  assessed  on  the  parents’  net  worth  In  ex¬ 
cess  of  $10,000.  Because  the  value  of  assets 
grows,  this  rate  of  asset  assessment  will  gen¬ 
erally  leave  the  family’s  asset  position  largely 
unimpaired. 

A  5%  rate  is  equal  to  or  below  current  real 
estate  and  savings  account  appreciation 
rates,  and  therefore  seems  reasonable. 

17.  Parental  contribution  from  assets  (line 
17) .  The  result  of  multiplying  the  amount  of 
net  assets  times  the  asset  assessment  rate 
represents  the  parental  contribution  from 
assets. 

18 . Adjustment  for  negative  discretionary 
income  of  the  family  (line  18).  In  the  event 
that  the  family  has  negative  Income,  that  Is 
If  the  family’s  income  Is  less  than  the  sum 
of  the  various  offsets  against  Income,  the 
support  of  basic  family  needs  must  be  given 
priority  over  the  support  of  post-secondary 
education.  Therefore,  the  amount  of  the  neg¬ 
ative  discretionary  Income  of  the  family  (as 
computed  In  line  11)  is  preserved  to  be  sub¬ 
tracted  from  any  contribution  from  parental 
assets  as  calculated  above. 

19.  Offset  from  parental  assets  contribution 
for  negative  discretionary  income  (line  19). 
The  total  measure  of  available  family  re¬ 
sources  In  a  particular  year  Is  the  assessment 
of  both  Income  and  assets  of  the  family.  This 
procedure  takes  Into  consideration  the  Inter¬ 
dependent  relationship  between  assets  and 
income.  In  the  event  that  there  is  a  negative 
assessment  of  Income  (e.g.  offsets  allowed 
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(line  10)  exceed  total  effective  Income  (line 
6)),  the  amount  of  negative  assessment 
should  be  taken  Into  account  when  deter¬ 
mining  the  total  measure  of  available  family 
resources.  This  can  be  accomplished  by  off¬ 
setting  the  negative  Income  component  (line 
18)  against  the  expected  parental  contribu¬ 
tion  from  assets  (line  17).  The  resulting 
amount  (If  positive)  represents  the  expected 
parental  contribution  from  assets  for  educa¬ 
tional  purposes. 

20.  ( line  20) .  Adding  line  12  (family  income 
component)  to  line  10  (parental  asset  com¬ 
ponent)  provides  the  parental  Income  and 
asset  components  of  the  eligibility  Index. 

21.  Multiple  student  adjustment  (line  21). 
Adding  the  family  Income  contribution  to 
the  parental  asset  contribution  and  the 
other  parental  asset  contribution  results 
In  the  expected  contribution  from  par¬ 
ents  with  one  family  member  In  postsec¬ 
ondary  education.  Some  adjustments  must 
then  be  made  for  those  families  In  which 
more  than  one  family  member  will  be  en¬ 
rolled  In  postsecondary  education  for  the 
academic  year  1975-76.) 

Since  each  student  has  an  allowance  for 
costs  of  attendance,  the  family's  discretion¬ 
ary  Income  Is  effectively  Increased  when 
there  Is  more  than  one  family  member  in 
postsecondary  education.  In  order  to  deter¬ 
mine  the  appropriate  percentages,  the  con¬ 
tributions  expected  from  different  family 
sizes  were  compared.  These  Investigations 
Indicated  that  140  percent  of  the  contribu¬ 
tion  for  one  student  would  be  a  reasonable 
assessment  against  the  family  with  two  stu¬ 
dents.  Thus,  each  student  would  receive  70 
percent  of  the  contribution  which  the  fam¬ 
ily  would  make  If  there  were  only  one  stu¬ 
dent  In  the  family.  Similarly,  150  percent  of 
the  single  student  contribution  seemed  ade¬ 
quate  for  the  family  with  three  children  in 
postsecondary  education;  each  student 
could  expect  50  percent  of  the  single  stu¬ 
dent  contribution.  For  families  with  four  or 
more  students,  each  family  will  be  assessed 
40  percent  of  the  single  student  contribu¬ 
tion  for  each  child  in  postsecondary  educa¬ 
tion. 

The  following  table  summarizes  the  treat¬ 
ment  of  families  with  different  numbers  of 
family  members  In  postsecondary  eduoatlon: 


Contribution  per  Family  contribu- 
Numtier  of  student  as  a  per-  tion  for  all  students 

students  cent  of  standard  as  a  percent  of 

contribution  standard  contribu¬ 
tion 


Percent 

Percent 

t . . 

ion 

100 

2 . 

70 

140 

3 . 

so 

ISO 

4  or  more . 

40 

100+ 

22.  Net  assets  of  the  student  ( line  22). 
The  applicant's  net  assets  would  be  defined  in 
the  same  fashion  as  the  assets  of  the  parents. 
Debts  against  these  assets  would  be  deducted. 
Trust  funds  in  the  student’s  name  would  be 
included  If  the  student  Is  not  legally  re¬ 
stricted  from  having  access  to  these  funds. 

23.  Student  asset  assessment  rate  {line  23) . 
In  determining  a  fair  treatment  of  student 
assets  the  theory  of  the  major  need  analysis 
systems  has  been  followed;  l.e.,  that  because 
the  student  himself  Is  the  direct  beneficiary 
of  postsecondary  education,  he  should  be  ex¬ 
pected  to  Invest  a  greater  portion  of  his  re¬ 
sources  In  meeting  his  educational  costs  than 
should  be  expected  from  his  parents. 

For  the  Basic  Grants  program,  one-third 
of  the  student's  assets  (recalculated  each 
year)  would  be  expected,  nils  method  Is  sim¬ 
ple  and  provides  a  modest  reserve  for  the 
student. 

The  result  of  multiplying  the  student’s  net 
assets  (line  22)  by  the  student  asset  assess¬ 


ment  rate  (.33)  Is  that  amount  expected  from 
student  assets  for  educational  purposes. 

24.  Total  family  contribution  (line  24). — 
The  total  expected  family  contribution  for  a 
dependent  student  Is  determined  by  adding 
line  21  plus  23.  A  resulting  Student  Eligi¬ 
bility  Index  of  1200  or  less  means  a  student 
Is  eligible  for  a  Basic  Grant  on  the  basis  of 
financial  need.  Of  course,  before  a  student 
can  receive  a  grant,  he  or  she  must  be  en¬ 
rolled  In  an  eligible  program  of  study  of¬ 
fered  by  an  eligible  Institution  of  postsec¬ 
ondary  education. 

EXPECTED  FAMILY  CONTRIBUTION  FOR  INDEPEND¬ 
ENT  STUDENTS,  ACADEMIC  YEAR  1B75-76 

SUMMARY  OP  CALCULATIONS 

1.  Adjusted  gross  Income  of  ap¬ 

plicant  (and  spouse)  In 

1974  . .  . 

a.  Amount  earned  by  appli- 

applicant _ _ 

b.  Amount  earned  by  spouse.  - 

2.  Total  other  family  income  In 


1974 .  + 

3.  One-half  of  Veterans  Educa¬ 
tional  Benefits  (to  be  re¬ 
ceived  between  July  1,  1975 
and  June  30,  1976) _ + 


4.  Annual  adjusted  Income  (lines 

1  +  2  +  3) . 

5.  Federal  Income  Tax  Paid  for 


1974  . — 

6.  Effective  family  Income _ _  =• 

7.  Family  size  offset _ + 

8.  Unusual  Expenses _ + 

9.  Employment  expense  offset _ + 


10.  Total  offsets  against  income 

(lines  7  +  8+9) . . 

11.  Discretionary  Income  (line  6 

minus  line  10) _ _  _ _ 

12.  If  line  11  Is  a  positive  amount, 

multiply  discretionary  in¬ 
come  by  applicable  rate  to 
obtain  standard  contribu¬ 
tion  from  Income.  If  line  11 
is  a  negative  amount  enter 
0 . . 

13.  Determine  net  assets  of  appli¬ 

cant  (and  spouse).. _ _ 

14.  Multiply  amount  of  assets  of 

applicant  (and  spouse)  en¬ 
tered  in  line  13  by  0.33  to 
obtain  standard  contribu¬ 
tion  from  assets _ _ 

15.  If  line  1 1  is  a  negative  number, 

enter  as  a  positive  number; 
otherwise  enter  0 _ _ _ 

16.  Subtract  line  16  from  line  14 

to  obtain  standard  contribu¬ 
tion  from  student  assets.  If 
negative  number,  enter  0 _ _ 

17.  Add  lines  12  and  16  to  obtain 

standard  contribution  from 
Income  and  assets _ _ 

18.  Multiply  standard  contribu¬ 

tion  by  multiple  student 
rate  to  determine  expected 
family  contribution  for  each 
member  in  postsecondary 
education  _ _ 

19.  Student  Eligibility  Index 

equals  line  18 _ _ 

EXPECTED  FAMILY  CONTRIBUTION  FOR  INDEPEND¬ 
ENT  STUDENTS  ACADEMIC  YEAR  1975-7S 

Explanation  of  calculations.1  For  the  pur¬ 
poses  of  the  Basic  Grants  program,  Independ¬ 
ent  (self-supporting)  student  status  may  be 
claimed  If  the  applicant: 

(1)  Has  not  been  and  will  not  be  claimed 
as  an  exemption  for  Federal  Income  tax  pur¬ 
poses  by  any  person  except  his  or  her  spouse 
for  the  calendar  year(s)  1974,  1975,  1976,  and 


1  Reference  numbers  are  keyed  to  line  items 
of  preceding  summary. 
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(2)  Has  not  received  and  will  not  receive 
financial  assistance  of  more  than  $600  (In 
cash  or  kind)  from  his  or  her  parent(s)  In 
the  calendar  year(s)  1974, 1978,  and  1976,  and 

(3)  Has  not  lived  or  will  not  live  for  more 
than  two  consecutive  weeks  In  the  home  of  a 
parent  during  the  calendar  year(s)  1974, 
1975,  and  1976. 

Once  a  student  has  been  determined  to 
meet  all  of  these  criteria  and  Is  defined  as  an 
Independent  student,  his  expected  family 
contribution  Is  calculated  according  to  the 
process  outlined  below. 

1.  Adjusted  gross  income  of  applicant  {and 
spouse)  (line  1).  All  Income  which  Is  avail¬ 
able  to  the  applicant  (and  spouse)  should 
be  considered  In  the  evaluation  of  ability  to 
support  the  cost  of  postsecondary  education. 
The  most  valid  reference  for  taxable  Income 
Is  the  adjusted  gross  Income  Item  as  reported 
on  the  Federal  Income  return.  This  Informa¬ 
tion  Is  readily  available  and  can  be  verified 
by  referring  to  the  IRS  forms  actually  filed. 

The  decision  as  to  which  year's  Income  Is 
to  be  considered  is  a  difficult  one  for  Inde¬ 
pendent  students.  Traditionally,  a  student’s 
income  may  vary  considerably  from  year  to 
year.  While  it  may  be  preferable  to  ask  the 
student  to  estimate  his  earnings  for  the  cur¬ 
rent  year,  recent  studies  have  shown  that 
estimated  income  Is  not  a  reliable  base  for 
determining  student  financial  need.  Since  the 
Basic  Grant  system  requires  essentially  no 
verification  or  Intervention  from  financial 
aid  officers,  serious  reservations  exist  to  the 
categoric  use  of  estimated  Income  for  all 
Independent  applicants.  Therefore,  It  has 
been  determined  that  the  adjusted  gross  In¬ 
come  to  be  considered  Is  that  amount  entered 
on  the  previous  year’s  Federal  Income  Tax 
Return.  This  also  has  the  advantage  of  being 
consistent  with  the  data  collected  for  de¬ 
pendent  students  and  assures  that  the  eligi¬ 
bility  index  for  all  students  Is  determined 
from  the  same  base. 

However,  as  a  result  of  lengthy  discussions 
and  the  experience  gained  during  the  first 
two  years  of  program  operation,  the  inde¬ 
pendent  student  may  be  permitted  to  report 
estimated  Income  under  special  circum¬ 
stances.  Specifically,  the  Independent  student 
who  applies  for  a  Basic  Grant  for  the  1975- 
76  academic  year  will  be  permitted  to  file 
using  estimated  1976  Income  (rather  than 
actual  1974  Information)  If  that  applicant 
was  employed  on  a  full-time  basis  during  the 
base  year  and  left  that  employment  to  enroll 
In  postsecondary  education. 

In  addition.  Item  one  requests  that  the 
Income  earned  through  employment  by  the 
applicant  and  his  or  her  spouse  be  reported 
separately.  This  Information  Is  used  to  de¬ 
termine  whether  or  not  the  family  Is  eligible 
for  the  employment  expense  offset. 

2.  Total  other  income  of  applicant  (and 
spouse)  in  1974  ( line  2).  Information  on 
other  Income  (that  Income  which  Is  not 
included  in  1974  Adjusted  Gross  Income) 
of  the  Independent  student  must  also  be 
collected  since  this  Income  does  clearly  con¬ 
tribute  to  financial  strength  and  may  repre¬ 
sent  a  considerable  portion  of  the  Income 
of  many  Basic  Grant  recipients.  Elements  of 
other  income  are:  Income  from  tax  exempt 
bonds,  that  portion  of  pensions  on  which  no 
Federal  income  tax  is  required,  that  portion 
of  capital  gains  on  which  no  Federal  Income 
tax  is  required,  welfare  benefits,  social  secu¬ 
rity  benefits,  child  support  payments,  vet¬ 
eran’s  disability.  Income  of  persons  who  did 
not  file  income  tax  returns,  etc. 

3.  One-half  of  Veterans  Educational  Bene¬ 
fits  (line  3) .  One-half  of  that  amount  of  vet¬ 
erans  readjustment  benefits  and/or  Widow’s 
War  Orphan’s  benefits,  paid  to  or  on  behalf 
of  the  applicant  because  he  is  a  student,  to 
be  received  between  July  1.  1975  and  June  30, 
1976.  The  amount  to  be  entered  on  line  3  Is 
calculated  as  follows: 
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Multiply  the  monthly  amount  of  these 
benefits  times  the  number  of  months  for 
which  these  payments  are  expected  to  be 
received  between  July  1,  1076  and  June  30, 
1076,  and  divide  the  result  by  two  (3). 

4.  Annual  adjusted  income  of  applicant 
(and  spouse)  (line  4). — Annual  adjusted 
Income  Is  the  sum  of  adjusted  gross  Income 
(line  1),  and  other  family  Income  (line  3) 
and  one-half  of  veterans  educational  benefits 
(line  3). 

5.  Federal  income  tax  paid  by  applicant 
(and  spouse)  (line  5).  The  legislation  re¬ 
quires  that  a  deduction  be  made,  from  an¬ 
nual  adjusted  Income,  for  the  amount  of 
Federal  Income  tax  paid  on  Income  received 
during  1974. 

6.  Effective  family  income  (line  6) .  The  re¬ 
sult  of  subtracting  Federal  Income  tax  paid 
(line  5)  from  the  annual  adjusted  family  in¬ 
come  (line  4)  Is  effective  family  Income. 

7.  Family  size  offset  (line  7).  In  addition 
to  taxes,  there  are  basic  subsistence  expenses 
which  must  be  met  before  any  contribution 
from  income  can  be  expected.  These  expenses 
will  vary  depending  on  the  size  of  the  family 
Involved.  For  the  single  Independent  student, 
this  offset  Is  9950  which  covers  the  student’s 
summer  living  expenses.  Using  the  same  base 
for  deriving  family  size  offsets  as  Is  used  for 
multiple  member  families  (weighted  average 
thresholds  at  the  low -Income  level)  and  ad¬ 
justing  for  an  11.9  percent  Increase  In  the 
cost  of  living,  the  family  size  offset  for  a  sin¬ 
gle  member  family  Is  02649  per  year.  Gen¬ 
erally,  a  student  Is  In  school  for  approxi¬ 
mately  65  percent  of  the  year  (two  16-week 
semesters  plus  a  2-week  break  between  se¬ 
mesters)  .  Since  his  expenses  during  this  34- 
week  academic  year  are  covered  In  his  cost 
of  attendance,  the  0950  offset  provides  for  his 
expenses  during  that  period  of  time  when  he 
Is  not  in  school. 

For  married  independent  students  and 
those  with  additional  dependents,  the  family 
size  offset  Is  the  same  as  that  for  the  parent’s 
of  dependent  students: 

FAMILY  SIZE  OFFSETS 


Family  size  Dollar  amount 

2  . 3400 

3  -  4100 

4  -  5200 

5  -  6160 

« -  6960 

7 _ 7700 

9  _ 9300 

10  _ 10100 

11  _  10850 


8.  Unusual  expense  (Une  0).  The  Basic 
Grants  program  Is  required  by  law  to  take 
Into  consideration  at  least  two  kinds  of  un¬ 
usual  expenses,  those  arising  from  a  “catas¬ 
trophe”  and  “unusual  medical  expenses.” 
It  Is  proposed  to  use  the  Internal  Revenue 
8ervlce  definitions  for  medical  and  dental 
expenses  and  casualty  loss(es)  to  constitute 
“unusual  expenses”  for  the  Basic  Grants  pro¬ 
gram.  The  use  of  Internal  Revenue  Service 
definitions  avoids  the  need  for  creating  a 
new  definition  of  expenses  which  would  be 
used  only  by  the  Basic  Grants  program.  How¬ 
ever.  some  distinction  must  be  made  between 
expenses  which  may  be  Itemized  for  lnoome 
tax  purposes,  and  those  Itemized  expenses 
which  are  “unusual”  for  Basic  Grants. 

For  purposes  of  the  Basic  Grants  program 
those  Items  which  may  be  Included  as  un¬ 
usual  expenses  are: 

I.  Thcee  medical  and  dental  expenses  In¬ 
curred  during  the  base  year  (not  compen¬ 
sated  by  Insurance  or  otherwise)  which  may 
be  listed  as  “medicine  and  drugs”  on  line  3 
at  Schedule  A.  Form  1040  of  the  Internal 


Revenue  8ervlce  and  those  expenses  which 
may  be  listed  as  “Other  Medical  and  Dental 
Expenses”  on  Une  6  of  Schedule  A,  Form 
1040.  The  gross  amount  of  all  medical,  dental 
and  drug  expenses  may  be  listed. 

2.  In  addition,  those  casualty  or  theft 
loss(es)  Incurred  during  the  base  year  per¬ 
mitted  by  the  Internal  Revenue  Service 
(Form  1040,  Schedule  A,  line  29) . 

The  amount  of  unusual  expenses  which 
may  be  deducted  Is  that  amount  of  unusual 
expenses  (as  defined  above)  In  excess  of  20 
percent  of  the  effective  family  Income.  This 
exclusion  is  designed  to  confine  claims  for 
such  expenses  to  those  which  are  genuinely 
unusual. 

9.  Employment  expense  offset  (line  9).  In 
constructing  budgets  which  recognize  migl- 
mum  expenses  for  families,  provision  must  be 
made  tor  the  expenses  of  the  breadwinner 
which  occur  as  a  result  of  employment  Itself. 
Some  expenses  for  clothing,  transportation, 
food,  and  other  items  are  attributable  to 
occupational  needs.  When  two  persons  work, 
additional  employment  expenses  are  Incurred. 
Also,  if  a  household  Is  headed  by  a  single  per¬ 
son,  the  costs  associated  with  that  employ¬ 
ment  are  greater  than  for  a  comparable 
worker  who  has  the  economic  advantage  of  a 
nonemployed  spouse.  Therefore,  In  the  de¬ 
termination  of  family  contribution  an  “Em¬ 
ployment  Expense  Offset”  has  been  con¬ 
structed  to  treat  more  equitably  the  Income 
of  the  two-person  family  where  both  persons 
work  during  the  base  year,  or  the  single  per¬ 
son  who  heads  a  household  during  the  base 
year.  It  Is  recognized  that  both  of  these  types 
of  families  will  occur  frequently  In  the  lower 
Income  families  where  Basic  Grants  eligibility 
is  greatest.  The  offset  provides  that  60  percent 
of  the  earnings  of  that  person  with  the  lesser 
earnings,  or  50  percent  of  the  earnings  of  the 
single  head  of  household,  will  be  protected 
from  any  contribution  toward  education.  The 
maximum  offset  would  be  01,500  and  would 
thus  assure  that  up  to  030  a  week  would  be 
available  for  the  additional  expenses  which 
these  persons  face.— 

10.  Total  offsets  from  income  (line  10) .  The 
sum  of  line  7  (family  size  offset)  plus  Une  8 
(unusual  expenses)  plus  Une  9  (employment 
expense  offset)  Is  the  total  amount  which  can 
be  deducted  from  effective  family  income 
(Une  6)  In  order  to  determine  discretionary 
Income. 

11.  Discretionary  income  ( Une  11).  The 
Income  which  remains  after  adjustment  has 
been  made  for  family  living  expenses,  Fed¬ 
eral  Income  taxes,  unusual  expenses  and  the 
employment  expense  offset  may  be  identified 
as  discretionary  Income.  This  income  Is 
available  for  the  purchase  of  goods  and 
services  which  enhance  the  standard  of  liv¬ 
ing  of  the  family.  Including  posteeoondary 
education.  This  Income  may  be  a  positive  or 
negative  amount.  If  the  discretionary  Income 
Is  a  positive  amount,  a  contribution  from 
lnoome  will  be  expected  In  accordance  with 
step  12.  If  the  discretionary  lnoome  is  a  nega¬ 
tive  amount,  no  contribution  from  Income 
will  be  expected. 

12.  Standard  income  contribution  (line  12) . 
If  Une  11  is  a  positive  amount  a  standard 
contribution  from  lnoome  can  be  determined. 
Because  of  the  direct  benefits  of  postsecond¬ 
ary  education  received  by  the  Independent 
student,  ‘the  expected  contribution  rate  for 
such  students  from  Income  has  traditionally 
been  much  greater  than  the  rate  appUed  to 
the  discretionary  Income  of  the  parents  of 
dependent  students.  In  fact,  the  Independent 
student  has  usually  been  expected  to  use 
all  of  his  discretionary  Income  for  educa¬ 
tional  purposes. 

In  developing  a  system  for  the  Basic  Grants 
program.  It  was  felt  that  a  100  percent  con¬ 
tribution  rate  was  excessive,  especially  for 


independent  students  with  family  responsi¬ 
bilities. 

The  following  Income  contribution  sched¬ 
ule  was  developed  to  accommodate  these 
responsibilities : 

(a)  75  percent  of  discretionary  Income  for 
the  single  Independent  student  with  no 
dependents; 

(b)  50  percent  of  discretionary  Income  for 
the  married  Independent  student  with  no 
dependents  other  than  spouse; 

(c)  40  percent  of  discretionary  Income  for 
the  married  Independent  student  who  has 
dependents  other  than  spouse. 

13.  Net  assets  of  applicant  (and  spouse) 
(line  13).  For  purposes  of  Basic  Grants,  the 
following  types  of  assets  will  be  considered: 
Equity  In  farm,  business,  home,  other  real 
estate,  stocks,  bonds,  other  Investments,  sav¬ 
ings  accounts,  etc.  Since  equity  Is  being 
measured,  debts  against  the  stated  assets  will 
be  deducted  In  evaluating  the  net  worth  of 
these  assets. 

14.  Asset  contribution  rate  (line  14).  In 
determining  a  fair  treatment  of  student 
assets.  It  has  been  assumed  that  since  a  stu¬ 
dent  Is  the  direct  beneficiary  of  postsecond¬ 
ary  education,  he  should  be  expected  to  In¬ 
vest  a  portion  of  his  resources  In  meeting  his 
educational  costs.  Therefore,  one-third  of  the 
student's  assets  (recalculated  each  year) 
would  be  expected.  This  method  is  simple  and 
provides  a  modest  reserve  for  the  student. 
The  result  of  multiplying  the  student’s  net 
assets  (line  13)  by  the  student  assets  assess¬ 
ment  rate  Is  that  amount  expected  from 
student  assets  for  educational  purposes. 

15.  Adjustment  for  negative  discretionary 
income  of  the  applicant  (and  spouse)  (line 

15) .  In  the  event  that  the  family  has  nega¬ 
tive  Income,  that  Is  If  the  family’s  Income  Is 
less  than  the  sum  of  the  various  offsets 
against  Income,  the  support  of  basic  family 
needs  must  be  given  priority  over  the  sup¬ 
port  of  postsecondary  education.  Therefore, 
the  amount  of  the  negative  discretionary  In¬ 
come  of  the  applicant  (and  6pouse)  (as  com¬ 
puted  In  line  11)  Is  preserved  to  be  sub¬ 
tracted  from  any  contribution  from  the 
student's  assets  as  calculated  above. 

16.  Offset  from  applicant’s  (and  spouse's ) 
asset  contribution  for  negative  discretionary 
income  (Une  16).  The  total  measure  of  avail¬ 
able  family  resources  in  a  particular  year  Is 
the  assessment  of  both  the  Income  and  assets 
of  the  applicant  (and  spouse).  This  proce¬ 
dure  takes  into  consideration  the  inter¬ 
dependent  relationship  between  assets  and 
Income.  In  the  event  that  there  Is  a  nega¬ 
tive  assessment  of  Income  (e.g.  offsets  al¬ 
lowed  (line  10)  exceed  total  effective  Income 
(line  6) ) ,  the  amount  of  negative  assessment 
should  be  taken  Into  account  when  deter¬ 
mining  the  total  measure  of  available  family 
resources.  This  can  be  accomplished  by  off¬ 
setting  the  negative  Income  component  (line 

16)  against  the  Independent  student’s  assets 
(line  14).  The  resulting  amount  If  positive, 
represents  the  applicant’s  (and  spouse's) 
contribution  from  assets  for  educational 
purposes. 

17.  Standard  contribution  from  income  and 
assets  (line  17) .  The  amount  of  standard  con¬ 
tribution  from  the  applicant's  and  spouse’s 
lnoome  (line  12)  and  the  amount  of  contri¬ 
bution  from  the  assets  of  the  applicant  and 
spouse  (line  16)  are  added  here  to  determine 
the  amount  of  expected  family  contribution 
from  Income  and  assets  for  Basic  Grants 
purposes. 

18.  Multiple  student  adjustment  (line 
18). — Adding  the  contribution  from  *nmui 
adjusted  family  lnoome  to  the  asset  contribu¬ 
tion  results  In  the  expected  contribution  for 
one  family  member  In  poetseoondary  educa¬ 
tion  from  family  lnoome  and  assets.  Some  ad¬ 
justment  must  then  be  made  for  those  fam¬ 
ilies  In  which  more  than  one  family  member 
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will  be  enrolled  In  poetsecondary  education 
for  the  academic  year  1976-76. 

The  adjustments  used  for  the  dependent 
student  may  also  be  used  for  the  Independ¬ 
ent  student.  The  use  of  the  same  adjustments 
for  both  groups  of  students  assures  consist¬ 
ency  of  treatment,  and  implements  the  gen¬ 
eral  principle  that  a  family  with  more  than 
one  person  In  postsecondary  education  should 
contribute  less  per  person  than  a  family  with 
only  one  member  engaged  In  such  study. 

19.  Total  family  contribution  (line  19). — 
The  total  expected  family  contribution  for 
an  Independent  student  equals  the  amount 
calculated  on  line  18.  A  resulting  Student 
Eligibility  Index  of  1200  or  less  means  a  stu¬ 
dent  is  eligible  for  a  Basic  Orant  on  the  basis 
of  financial  need.  Of  course,  before  a  student 
can  receive  a  grant,  he  or  she  must  be  en¬ 
rolled  In  an  eligible  program  of  study  offered 
by  an  eligible  institution  of  postsecondary 
education. 

(Subpart  1  of  Part  A  of  title  IV  of  the  Higher 
Education  Act  of  1965,  as  amended  (20  U.S.C. 
1070a) ) 

Extraordinary  circumstances  affecting  the 
expected  family  contribution  determination 
for  dependent  and  independent  students 
ft  190.39  and  190.48.  For  purposes  of  de¬ 
termining  expected  family  contribution  for 
the  Basic  Orant  Program,  it  was  determined 
that  the  most  accurate  indicator  of  annual 
adjusted  family  income  is  the  amount  re¬ 
ported  on  the  Federal  Income  Tax  Return 
for  the  year  preceding  the  year  for  which 
aid  Is  requested.  However,  it  was  recognized 
that  extraordinary  circumstances  could  oc- 
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cur  which  would  substantially  affect  the  ex¬ 
pected  family  contribution  which  was  calcu¬ 
lated  on  the  basis  of  the  preceding  year's 
Income.  Therefore,  this  regulation  establishes 
the  conditions  under  which  an  applicant  may 
request  a  determination  of  expected  family 
contribution  which  uses  the  current  tax  year 
as  the  base  year  and  reflects  these  extraordi¬ 
nary  circumstances.  These  conditions  are 
listed  below. 

In  the  event  of  the  death  of  the  appli¬ 
cant's  parent (s)  or  spouse,  whose  income  was 
Included  In  the  determination  of  expected 
family  contribution,  the  applicant  may  im¬ 
mediately  request  that  his  expected  family 
contribution  be  calculated  using  the  cur¬ 
rent  tax  year  as  the  base  year. 

A  different  situation  exists  In  those  cases 
where  the  parent  or  spouse  of  the  applicant 
whose  income  was  included  In  the  determi¬ 
nation  of  his  expected  family  contribution 
suffers  a  loss  of  employment. 

A  similar  situation  occurs  when  the  ap¬ 
plicant’s  parent  or  spouse  whose  income  was 
included  In  the  determination  of  expected 
family  contribution  Is  unable  to  pursue  nor¬ 
mal  Income-producing  activities  due  to  dis¬ 
ability  or  loss  or  damage  to  Income-produc¬ 
ing  property  due  to  natural  disaster. 

For  applicants  who  experience  such  situa¬ 
tions  as  described  above,  there  will  be  a  re¬ 
quirement  of  a  10-week  waiting  period  be¬ 
fore  the  applicant  can  request  a  calculation 
of  expected  family  contribution  using  the 
current  tax  year  as  the  base  year.  This  loss 
of  employment  or  Inability  to  pursue  normal 
Income-producing  activities  must  be  of  at 
least  10  weeks  In  duration  and  must  occur 
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during  the  tax  year  subsequent  to  the  base 
year. 

Another  situation  occurs  when  the  parents 
of  an  applicant,  or  the  applicant  himself, 
have  become  separated  or  divorced  since  the 
time  the  application  was  submitted.  In  such 
cases  an  applicant  may  request  a  determi¬ 
nation  of  his  expected  family  contribution 
using  the  current  tax  year  as  the  base  year. 

An  independent  applicant  may  also  file  an 
application  using  estimated  current  year  in¬ 
come  data  If  he  was  employed  on  a  full-time 
basis  during  the  base  year  and  Is  unable  to 
pursue  comparable  employment  during  the 
tax  year.  Such  employment  must  have  been 
of  at  least  35  hours  per  week  for  a  minimum 
of  30  weeks  during  the  base  year.  This  change 
is  intended  to  alleviate  problems  of  the  In¬ 
dependent  student  who  by  reason  of  his  earn¬ 
ings  during  the  base  year  has  often  been 
determined  ineligible  for  Basic  Grant  assist¬ 
ance. 

In  all  cases  where  a  request  Is  made  to 
vary  from  the  standard  base  year,  the  appli¬ 
cant  will  be  required  to  submit  a  regular 
application  providing  all  necessary  Informa¬ 
tion,  Indicating  the  amount  of  Income  re¬ 
ceived  to  the  date  of  the  request  and  an  esti¬ 
mate  of  the  amount  of  the  Income  to  be  re¬ 
ceived  for  the  remainder  of  that  year  as  well 
as  any  other  pertinent  information  the  Com¬ 
missioner  may  require.  Along  with  this  appli¬ 
cation,  the  student  will  be  required  to  sub¬ 
mit  a  Supplemented  Form  which  Indicates 
the  conditions  under  which  such  recomputa- 
tlon  of  family  contribution  is  requested. 

[FR  Doc.75-8696  Filed  4-3-75; 8: 46  am] 
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